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CHANGES TO THE STATUTES & REGULATIONS
DURING 2008 AND 2009

The official language for the statutes and
regulations can be found on the Legislative
Research Commission’s website at www.Irc.ky.gov.
A summary of the changes over the last two years
are as follows:

REGULATIONS EFFECTIVE ON
03/07/2008

201 KAR 11:170 Private school and course
approval

This regulation was amended to require all pre-
license courses to include a closed-book monitored
final examination. Students must obtain at least a
75% in order to pass the exam and only one retake
is permitted. Students must also now complete,
with a passing score, a project that is applicable to
the course content. The implementation date for the
new requirements is November 1, 2008. The
regulation also changes the pre-license approval
period to a two-year cycle and outlines the
requirements for submitting materials to the
Commission for approval.

201 KAR 11:210 Licensing, education and
testing requirements

This regulation now sets forth the requirements for
education documents submitted in a language other
than English and provides for an evaluation process
for education completed outside the United States to
ensure candidates have fulfilled the high
school/GED  requirements outlined in KRS
324.040(3).

201 KAR 11:230 Continuing education
requirements

The regulation was totally reorganized. The penalty
for non-compliance is now $500.00 and the
previous final delinquency plan opportunity was
deleted. The revisions further clarify the course and
instructor approval processes. Please see the article
on this page for more details about the changes to
this regulation.

201 KAR 11:240 Distance education
requirements

This is a new regulation that sets standards for all
online pre-license and continuing education courses.
All courses must be certified by ARELLO or
IDECC for format and delivery and the KREC will
review the content. The regulation outlines the
requirements for instructors, course layout, and the
provider submission and reporting responsibilities.
All such courses require a final examination the
individual must pass in order to receive credit for
the course.

201 KAR 11:450 Broker management course

This regulation was amended to clarify the course
submission process and to increase the number of
questions on the final examination from 50 to 75 in
accordance with the changes to 201 KAR 11:170.

STATUTE EFFECTIVE ON 07/15/2008

KRS 324.235 — KRS 324.238 Commercial Law

These new statutes became effective on July 15,
2008 and govern how out-of-state licensees can
practice commercial real estate brokerage in the
state of Kentucky.

STATUTES EFFECTIVE ON 06/24/2009

KRS 324.010 Definitions and application

This new law (subsection 11) created a new
definition of a “designated manager,” which is a
licensed sales associate or broker who manages a
main or branch office.

KRS 324.111 Escrow account of broker: interest:
audit; contract deposit release; separate
property management accounts

The change to this statute now requires principal
brokers to report to the Commission overdrafts of
their escrow accounts that are not corrected within
72 hours. The Commission now has emergency
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power to address alleged escrow violations and can
order emergency hearings.

KRS 324.141 Reciprocal licensing between
states; consent to service of process by
nonresident applicant

This is a big change in that the Commission will no
longer enter into reciprocal agreements with other
states for out-of-state licensees who want to obtain a
Kentucky license. NOTE: Although the heading
of this statute still says “Reciprocal,” there are no
longer any reciprocal agreements. The
Commission will now utilize license recognition.
The out-of-state licensee’s foreign license will be
recognized and the out-of-state licensee must
complete the application forms, pass the state law
portion of the real estate exam and fulfill a few
other requirements. In most cases, this new process
will make it much easier than it had been in the
past. A more detailed explanation is on the opposite

page.

KRS 324.160 Grounds for suspension or
revocation of license; issuance of reprimand,
levying of fines or requiring further academic

study

The language in this statute (subsection m)
regarding inducements and rebates, which became
unenforceable in 2005 due to an agreement between
the U.S. Department of Justice and the Kentucky
Real Estate Commission, has been removed.
Although the language had been in the statutes, it
has not been enforced by the Commission since
2005.

KRS 324.2812 Limitation of commission’s
jurisdiction

This new law clarifies that the Commission does not
regulate nor have jurisdiction over community
management associations.

KRS 324.310 Delivery of sales associate’s license
to commission when association terminated;
placing license in escrow with commission; and

KRS 324.312 Commission’s right for return of
associate’s license: sanction for failure to return

Changes to these two statutes now require principal
brokers to return licenses to the Commission within
five (5) days, when the principal broker has
received notification from a licensee that the
licensee wants to end his or her affiliation
agreement. If a principal broker does not return the
license within five (5) days, he or she will be in
violation of KRS 324.160(4)(u). If the principal
broker is out of town, the Commission allows an
office representative to signature stamp the
principal broker’s name on the back of the license.
If the principal broker cannot find the license, he or
she can send a letter to the Commission releasing
the licensee with a statement that the license has
been lost.

REGULATION EFFECTIVE ON 10/02/09

201 KAR 11:230 Continuing Education
Requirements

The Commission will now accept approved courses
in one (1) to six (6) hour increments. Prior to this
change, licensees where only allowed credit for
courses in three (3) hour increments.



KENTUCKY REVISED STATUTES
CHAPTER 324

324.010 Definitions and application
As used in this chapter, unless the context requires otherwise:
(1) "Real estate brokerage" means a single, multiple, or continuing act
of dealing in time shares or options, selling or offering for sale,
buying or offering to buy, negotiating the purchase, sale, or
exchange of real estate, engaging in property management, leasing
or offering to lease, renting or offering for rent, or referring or
offering to refer for the purpose of securing prospects, any real
estate or the improvements thereon for others for a fee,
compensation, or other valuable consideration;
(2) "Commission" means the Kentucky Real Estate Commission;
(3) "Net listing" means a listing agreement that provides for a
stipulated net price to the owner and the excess over the stipulated
net price to be received by the licensee as the fee compensation or
other valuable consideration;
(4) "Principal broker" means a person licensed as a broker under KRS
324.046 who, in addition to performing acts of real estate
brokerage or transactions comprehended by that definition, is the
single broker responsible for the operation of the company with
which he or she is associated,;
(5) "Real estate" means real estate in its ordinary meaning and
includes timeshares, options, leaseholds, and other interests less
than leaseholds;
(6) "Sales associate" means any person licensed in accordance with
KRS 324.046(2) that is affiliated with a Kentucky-licensed
principal broker—and who, when engaging in real estate brokerage,
does so under the supervision of the principal broker;
(7) "Approved real estate school" means:
©) A school that has been given a certificate of approval by
the State Board for Proprietary Education or other
regulatory bodies that exercise jurisdiction over
accreditation and approval and the Kentucky Real Estate
Commission. The school shall also be currently in good
standing with both the State Board for Proprietary
Education or other regulatory bodies that exercise
jurisdiction over accreditation and approval and the
commission; or

(b) A National Association of Realtors recognized program
which has been reviewed by the Kentucky Real Estate
Commission and deemed an approved real estate school;

(8) "Accredited institution” means a college or university accredited
by appropriately recognized educational associations or chartered
and licensed in Kentucky that grants credits toward a program for
either an associate, baccalaureate, graduate, or professional
degree;

(9) "Property management" means the overall management of real
property for others for a fee, compensation, or other valuable
consideration, and may include the marketing of property, the
leasing of property, collecting rental payments on the property,
payment of notes, mortgages, and other debts on the property,
coordinating maintenance for the property, remitting funds and
accounting statements to the owner, and other activities that the
commission may determine by administrative regulation;

(10) "Broker" means any person who is licensed under KRS
324.046(1) and performs acts of real estate brokerage;

(11) “Designated manager”” means a licensed sales associate or broker
who manages a main or branch office for the principal broker, at
the principal broker’s direction, and has managing authority over
the activities of the sales associates at that office;

(12) "Regular employee" means an employee who works for an
employer, whose total compensation is subject to withholding of
federal and state taxes and FICA payments, and who receives from
the employer a fixed salary governed by federal wage guidelines
that is not affected by specific real estate transactions;

(13)"Referral fee" means consideration of any kind paid or demanded
for the referral of a potential or actual buyer, seller, lessor, or
lessee of real estate;

(14) "Designated agency” means a form of agency relationship that
exists when a principal broker, in accordance with KRS 324.121,
identifies different licensees in the same real estate brokerage firm
to separately represent more than one (1) party in the same real
estate transaction;

(15) "Affiliation" means the relationship agreed upon between a
licensee and a principal broker and reported to the commission,
where the licensee places his license with the principal broker for
supervision of the licensee's real estate brokerage activity;

(16) "Canceled" means the status of a license when a licensee fails to
renew a license, writes the commission a check for fees that is not
honored, fails to re-affiliate with a principal broker, or fails to
complete requirements for continuing education;

(17) "Suspended" means the status of a license when disciplinary
action has been ordered against a licensee that prohibits the
brokerage of real estate for a specific period of time; and

(18)"Revoked" means the status of a license when disciplinary action
has been ordered that removes the licensee's legal authority to
broker real estate for a minimum of five (5) years.

324.020 Requirement of licensing — Application of chapter to
owner or builder-developer — prohibition against fee
splitting — Supervision of sales associates — Authority to seek
injunctive relief

(1) It shall be unlawful for any person who is not licensed as a real
estate broker or sales associate to hold himself out to the public as
a real estate broker or sales associate or use any terms, titles, or
abbreviations which express, infer, or imply that the person is
licensed as a real estate broker or sales associate.

(2) No person shall practice real estate brokerage with respect to real
estate located in this state unless:

(@) The person holds a license to practice real estate brokerage
under this chapter; or
(b) The person has complied with KRS 324.235 to 324.238.

(3) A licensee who is an owner or a builder-developer shall comply
with the provisions of this chapter and the administrative
regulations applying to real estate brokers and sales associates.

(4) No broker shall split fees with or compensate any person who is
not licensed to perform any of the acts regulated by this chapter,
except that a broker may:

(a) Pay areferral fee to a broker licensed outside of Kentucky for
referring a client to the Kentucky broker; or

(b) Pay a commission or other compensation to a broker licensed
outside of Kentucky in compliance with KRS 324.235 to
324.238.

(5) Except as authorized in KRS 324.112 (2) and KRS 324.425, no
sales associate shall supervise another licensed sales associate or
manage a real estate brokerage office.

(6) The Kentucky Real Estate Commission may seek and obtain
injunctive relief against any unlicensed individual acting in
violation of this chapter by filing a civil action in the Circuit Court
where the commission is located or where the unlawful activity
took place.

324.030 Exceptions to KRS 324.020

KRS 324.020(1) and (2) shall not apply to:

(1) Any person who as owner or lessor performs any of the acts
defined in KRS 324.010 with reference to property owned or
leased by him or to his regular employees, with respect to the
property so owned or leased, if the acts are performed in the



regular course of, or as an incident to, the management of the
property and the investment in it;

(2) Any person acting as attorney in fact under a duly executed power
of attorney from the owner authorizing the final consummation by
performance of any contract for the sale, leasing, or exchange of
real estate;

(3) Any attorney-at-law who is performing his duties as attorney-at-
law;

(4) Any receiver, trustee in bankruptcy, administrator, or executor,
person selling real estate under order of any court, or a trustee
acting under a trust agreement, deed of trust, or will or the regular
salaried employees thereof;

(5) A person engaged in property management, if the person:

(a) Is aregular employee of the owner or principal broker of the
company engaged in property management; or

(b) Receives as his primary compensation the use of a rental unit;
or

(6) A nonlicensed person under the supervision of a licensed real
estate broker who contacts the public for the purpose of setting an
appointment for the broker to meet with them regarding buying or
selling property and giving out general public information
specifically authorized by the broker.

324.040 Application for license as broker or sales associate

(1) Every applicant for a license, whether as broker or sales associate,
shall state whether the applicant has ever had any broker’s or sales
associate’s license revoked or suspended. Every applicant for a
license shall furnish a sworn statement setting forth his business
and residence address.

(2) Every applicant for a broker’s or sales associate’s license shall
apply in writing upon forms prepared or furnished by the
commission. The applicant shall state the name of the person or
company with which he will be associated in the business of real
estate and the location of the place for which the license is desired.
The applicant also shall set forth the period of time, if any, during
which he has been engaged in the real estate business.

(3) Every applicant for a license shall be at least eighteen (18) years
of age and shall have attained a high school diploma or its
equivalent. After an applicant passes the required examination,
the commission shall issue a license to him.

324.045 Qualifications for license — Examination — Fee —

Criminal record check

(1) Licenses shall be granted only to persons who are trustworthy and
competent to transact the business of a broker or sales associate in
a manner to safeguard the interest of the public, and only after
satisfactory proof of qualifications has been presented to the
commission.

(2) In addition to proof of honesty, truthfulness, and good reputation
of any applicant for a license, each applicant shall pass a written
examination conducted by the commission, or its authorized
representative. The examination shall be of the scope and wording
sufficient in the judgment of the commission to establish the
competency of the applicant to act as a broker or sales associate in
a manner to protect the interests of the public. However, an
examination shall not be required for the renewal of any present or
future license, unless the license has been revoked, suspended, or
is allowed to expire without renewal for a period of more than one
(1) year.

(3) The commission shall hold examinations at the times and places it
determines, and an examination fee shall be collected from each
applicant to defray the expenses of holding the examinations.

(4) The commission may, by the promulgation of administrative
regulations, require all licensure applicants to submit to a criminal
record check for which the applicant shall be responsible for the
payment of any fees incurred.

(5) Applicants shall be subject to a national criminal history check

through the Federal Bureau of Investigation. The applicant shall

request the criminal history check and shall provide the applicant’s

fingerprints to either the Federal Bureau of Investigation or the

Kentucky State Police for submission to the Federal Bureau of

Investigation to search for information regarding the applicant in

the National Crime Information Center or its successor entity. The

results of the criminal history check shall be sent to the
commission, and shall be sent to the applicant at the applicant’s
request. The applicant shall:

(@) Authorize release of the results of the criminal history check
to the commission;

(b) Pay the actual cost of the fingerprinting and criminal history
check, if any;

(c) Complete the criminal history check within the ninety (90)
calendar days prior to the date the license application is
received by the commission; and

(d) Complete and return to the commission within one hundred
twenty (120) days a signed affidavit verifying that there is
nothing on record to prohibit the applicant from licensure.

324.046 Requirements for initial licensure

(1) Every applicant for initial licensure as a broker shall have:

(a) Successfully completed not less than twenty-one (21)
academic credit hours or the equivalent from an accredited
institution or approved real estate school. Twelve (12) hours
shall be in real estate courses, three (3) hours of which shall
be a course in broker management skills. The commission
shall, by promulgation of administrative regulations,
determine the required course content of broker management
skills courses; and

(b) Been engaged in the real estate business as a sales associate
averaging at least twenty (20) hours per week for a period of
twenty-four (24) months prior to application.

(2) Every applicant for initial licensure as a sales associate shall have
successfully completed six (6) academic credit hours or their
equivalent in real estate courses from an accredited institution or
approved real estate school.

(3) Proof of the academic credit hours shall be an official transcript
from the attended university or other documentation satisfactory to
the commission. Proof of the requisite experience as a sales
associate shall be either a sworn notarized statement signed by the
principal broker or principal brokers or other documentation
satisfactory to the commission. The applicant may file a complaint
with the commission if the principal broker unjustly refuses to
sign the statement.

(4) The commission may reduce the two (2) year experience
requirement for applicants for a broker's license to one (1) year, if
the applicant has an associate degree in real estate or a
baccalaureate degree with a major or minor in real estate.

(5) Persons licensed under the real estate laws of this state prior to
June 19, 1976 shall not be subject to any educational changes in
this chapter or subject to any continuing education requirements.

324.080 Form of license certificate — Delivery

The commission shall issue to each licensee a license in the form
and size prescribed by administrative regulation promulgated by the
commission. This license shall show the name and address of the
licensee and, in case of a sales associate’s license, shall show the name
and business address of the principal broker. Each license shall have
imprinted thereon the seal of the commission and other matter
prescribed by administrative regulation promulgated by the
commission. The license of each sales associate shall be delivered or
mailed to the principal broker with whom the licensee is affiliated.

324.085 Continuing education requirements — Qualifications
of instructors
(1) All actively licensed agents except those licensees exempt under



KRS 324.046(5), shall successfully complete six (6) classroom
hours of continuing education each year. Three (3) of the six (6)
hours shall be in real estate law. The commission shall promulgate
administrative  regulations to  establish  procedures for
implementing this requirement.

(2) In order to qualify to teach continuing education courses, all
continuing education instructors shall maintain a minimum rating
as prescribed by the commission by the promulgation of
administrative regulations.

324.090 Expiration of license — Fine for failure to renew on

time — Expired status

(1) Licenses shall expire on the thirty-first day of March of each year.
The commission shall renew a license for each ensuing year, in the
absence of any reason or condition which might warrant the
refusal of the granting of the license, upon receipt of the written
request of the applicant and payment of the annual fees required.
A new license shall be mailed only if the licensee's name, address,
status, or affiliation changes.

(2) A fine not to exceed two hundred dollars ($200) shall be assessed
for failure to renew on time before a new license is issued. Failure
to receive a renewal form shall not constitute an adequate excuse
for failure to renew on time nor shall failure of the mail.

(3) Any license not renewed at the end of the renewal year as
prescribed by the commission shall automatically revert to expired
status. An expired license may be reactivated before a lapse of one
(1) year, if delinquent fees are paid by the licensee.

324.111 Escrow account of broker — Interest — Audit -
Contract deposit release — Separate property management
accounts

(1) A principal broker shall maintain an escrow account or accounts,
separate from the individual or office account, in which all
contract deposits and money belonging to others shall be deposited
without unreasonable delay. The escrow accounts shall be
maintained within the State of Kentucky and shall be identified to
the commission in writing. Each principal broker shall advise the
commission, in writing, if any overdraft occurs in the escrow
account for any reason other than service charges instituted by the
bank, and which is not corrected within seventy-two (72) hours of
the broker receiving notice.

(2) The broker may place the deposit in an interest-bearing account or
instrument. The interest earned shall accrue to the person agreed to
in writing by all parties.

(3) No checks shall be drawn against uncollected deposits in the
escrow account.

(4) None of the contract deposits shall be withdrawn until the contract
has been terminated by performance, by agreement in writing
between all parties, or by order of a court of competent
jurisdiction, except as permitted in subsection (6) of this section.

(5) Upon licensure and each renewal, the principal broker shall sign a
permit giving the commission the permission to audit all his or her
escrow accounts.

(6) Upon being notified that one (1) or more parties to a contract
intends not to perform, the broker may initiate the release process.
The release process shall require the broker to notify all parties at
their last known address by certified mail that the contract deposit
shall be distributed to the parties specified in the letter unless all
parties enter into a written mutual release, or unless one (1) or
more of the parties initiate litigation within sixty (60) days of the
mailing date of the certified letter. If neither buyer nor seller
initiates litigation or enters into a written release within sixty (60)
days of the mailing date of the certified letter, the broker may
release the deposit to the party identified in the certified letter
without penalty under this section and without civil liability in the
courts of the Commonwealth of Kentucky.

(7) All principal brokers whose companies engage in property

management shall maintain property management accounts
separate from all other accounts or specifically indicate in all
escrow records if funds are property management funds.

(8) A broker or sales associate who owns rental property shall not be
required to use the principal broker's management account for the
rental property, unless required by the principal broker.

(9) If any licensee is alleged to have committed an escrow account
violation that warrants emergency action, the commission may
conduct and emergency hearing as authorized by KRS
324.150(1)(b).

324.112 Broker to manage certain branch offices — Qualified

sales associate may manage certain branch offices -

Registration of branch offices - Filing of licenses -

Temporary affiliation of one principal broker with another

(1) No principal broker shall maintain a branch office outside a fifty
(50) mile radius of the main office without having a broker
managing the branch office.

(2) A sales associate with two (2) years experience in the real estate
business, averaging at least twenty (20) hours per week for a
period of twenty-four (24) months prior, may manage a branch
office inside a fifty (50) mile radius of the main office.

(3) The principal broker shall register any branch office with the
commission within ten (10) days of the creation of the branch
office.

(4) The licenses of all licensees shall be kept on file in the office in
which they are actively engaged and affiliated.

(5) A principal broker in the process of closing a real estate brokerage
business may affiliate temporarily with another principal broker if:
(@) No other licensee is affiliated with the former principal

broker;

(b) Both the former and the latter principal brokers represent to
the commission that the affiliation is for the purpose of
closing the former principal broker's business; and

(c) Both the former and the latter principal brokers give
assurances satisfactory to the commission that no consumer
will be adversely affected by the affiliation or the closing of
the former principal broker's business.

324.115 Brokers required to maintain definite place of

business — Exception for reciprocity agreements

(1) Except as provided in subsection (2) of this section, every broker
licensed under KRS 324.045 shall maintain a definite place of
business in this state.

(2) A broker who is a nonresident shall not be required to maintain an
active place of business in this state if:

(@) He or she maintains a business place in the state of original
licensure;

(b) The state of original licensure, in accordance with its
reciprocity agreement with the commission, does not require
Kentucky licensees holding licenses in that state to maintain
an office in that state; and

(c) Paragraphs (a) and (b) of this subsection do not conflict with
the commission's agreement of reciprocity with the state of
original licensure.

324.117 Advertising - Affiliations to be listed -

Administrative egulations of commission

(1) No real estate advertising shall be intentionally false, misleading,
or deceptive.

(2) The name of a deceased broker may remain a part of the firm
name.

(3) A sales associate may have his or her name in the firm name after
two (2) years’ experience with the firm, averaging at least twenty
(20) hours per week for twenty-four (24) months.

(4) Whenever any real property is listed, a licensee shall include the



name of the real estate company listed on the licensee's real estate
license or the name of the principal broker, with whom the
licensee is affiliated in all advertisements of the listed property,
regardless of who places the advertisement, unless he or she is
selling, renting, leasing, or otherwise dealing in his or her own
property. If listed property is advertised by a customer or client of
a listing licensee, the licensee shall, at a minimum, provide the
customer or client with written notification of the requirements of
this section. The licensee shall keep in his or her files a copy of
the notification and any other documentation that is generated by
the licensee as proof of his or her compliance with this section.

(5) The commission shall, by the promulgation of administrative
regulations, define false, misleading, or deceptive advertising.

(6) The commission shall, by the promulgation of administrative
regulations, define the manner in which licensees may utilize any
Internet electronic communication for advertising or marketing.

324.121 Designation of licensee as exclusive agent — Effect of

designation — Availability of dual agency

(1) A principal broker may designate one (1) or more affiliated
licensees to act as agent for a seller or lessor, to the exclusion of
all other licensees affiliated with the principal broker. A principal
broker may designate one (1) or more affiliated licensees to act as
agent for a buyer or lessee, or prospective buyer or lessee to the
exclusion of all other licensees affiliated with the principal broker.
The designation procedure shall be made in writing and
communicated to all licensees affiliated with the principal broker.
The designated agent shall inform and obtain the consent of the
buyer or lessee, or prospective buyer or lessee to the designation.
The designated agent shall inform and obtain the consent of the
seller or lessor to the designation. The principal broker shall not
designate himself or herself as a designated agent.

(2) If a principal broker designates one (1) or more licensees to
represent the seller and one (1) or more other licensees to
represent the buyer or the prospective buyer in the same
transaction, only the principal broker or a designated manager
working under the principal broker’s direction shall be deemed to
be a dual agent representing the seller and buyer in a limited
fiduciary capacity.  As a dual agent, the principal broker or
designated manager shall keep confidential information relating to
either party in an individual file that shall be maintained and
accessed by the principal broker or designated manager only. As a
dual agent, the principal broker or designated manager shall not
disclose to either party confidential information learned relative to
the other party. Except as set forth in subsection (3) of this section,
this designation shall not affect the principal broker's or
designated manager’s agency relationships in cooperative sales
between consumers separately represented by nonaffiliated
principal brokers or designated managers.

(3) No exchange of information or knowledge between or among
consumers, whether the seller, buyer, lessor, or lessee, and the
principal broker, the designated manager, the firm, or the licensees
shall be imputed as a matter of law in any real estate transaction.

(4) Nothing in this section shall prevent a real estate brokerage firm or
licensee from entering into a dual agency relationship with
consumers in a real estate transaction.

324.141 Reciprocal licensing between state — Consent to
service of process by nonresident applicant
(1) (8 An individual who holds an active real estate license issued
by another jurisdiction within the United States may apply for a
Kentucky license by first:
1. Completing the application forms;
2. Passing the state law portion of the licensing examination;
and
3. Fulfilling all other pre-license qualifications as outlined in
this chapter.

(b) The commission shall promulgate administrative regulations
in accordance with KRS Chapter 13A to establish the
procedures for implementing paragraph (a) of this subsection.

(2) All individuals who have held a real estate license in another
jurisdiction, whether the license is currently active or canceled,
shall be required to furnish, as part of his or her application for a
Kentucky license, a certification of good standing, issued by the
jurisdiction. The document shall include the individual’s license
history and any disciplinary information available from that
jurisdiction.

(3) Every nonresident applicant shall file an irrevocable consent
stating that legal actions may be commenced against the applicant
in the proper court of any county of this state in which a cause of
action may arise in which the plaintiff may reside, by the service
of any process or pleading authorized by the laws of this state on
the commission, the consent stipulating and agreeing that service
of process of pleadings on the commission shall be taken and held
in all courts to be as valid and binding as if service had been made
upon the applicant in the State of Kentucky. Any process or
pleadings served upon the commission shall be by duplicate
copies, one (1) of which shall be filed in the office of the
commission and the other immediately forwarded by certified
mail, return receipt requested, to the main office of the applicant
against which the process or pleadings are directed.

324.142 Promotion of sales in Kentucky of property located
outside state

Any licensee who engages in promotional activities in this
Commonwealth for property located outside of this Commonwealth
shall first apply to the commission for its approval before so doing, and
shall comply with administrative regulations, restrictions, and
conditions the commission may impose as well as those provisions set
forth in this chapter.

324.150 Investigation of licensee — Disciplinary action

against licensee — investigative powers of commission —

emergency hearings

(1) (@ The commission or its staff may on its own initiative
investigate the actions of any licensee or any person who acts
in that capacity. On the verified written complaint of any
person, the commission shall investigate the actions of any
person who assumes to act in that capacity, if the complaint,
together with any evidence presented in connection with it,
alleges a prima facie case that a violation set out in KRS
324.160 has been committed. After the investigation, the
commission may order a hearing and, in appropriate cases,
take disciplinary action against any licensee who is found in
violation of KRS 324.160.

(b) The commission may conduct an emergency hearing when
alleged escrow account violations warrant emergency action.
The commission shall promulgate administrative regulations
to describe the specific circumstances and allegation that
authorize emergency action. The emergency hearing shall be
conducted in accordance with KRS Chapter 13B, as it relates
to emergency orders and emergency hearings.

(2) To investigate allegations of practices violating the provisions of
this chapter, the commission may:

(a) Issue subpoenas to compel attendance of witnesses and the
production of books, papers, documents or other evidence;

(b) Administer oaths;

(c) Review evidence;

(d) Enter the office or branch office of any principal broker for
the purpose of inspecting all documents required by the
commission to be maintained in the principal brokers office
or branch office which relate to the allegations of practices
violating the provisions of this chapter;

(e) Examine witnesses; and



(f) Pay appropriate witness fees.

324.151 Complaints — Answers
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All complaints against licensees shall be submitted to the
commission on forms furnished by the commission. The
complaint shall state facts which, if true, would constitute a prima
facie case that the licensee has violated the provisions of KRS
324.160. If the complaint does not constitute a prima facie case,
the commission shall allow the complainant ten (10) days to revise
and supplement the complaint in order to cure any defect. If the
complainant fails to respond within ten (10) days or if the revised
and supplemented complaint does not constitute a prima facie case
that the licensee has violated the provisions of KRS 324.160, the
commission shall dismiss the matter without requiring the licensee
to file or serve a response.

If the complaint constitutes a prima facie case that a licensee has
violated the provisions of KRS 324.160, a copy of the complaint,
exhibits attached thereto, and any subsequent pleadings, shall be
served on the licensee, by the commission, at the licensee's last
known address and shall show certification that there has been
service by writing to the last known address.

If the commission serves the complaint upon the licensee, the
licensee shall file with the commission an answer to the complaint,
properly notarized, on forms secured from commission offices.
The answer shall be returned to the commission within twenty
(20) days. The licensee shall deliver to the complainant at his or
her last known address a copy of the answer, exhibits attached
thereto, and any subsequent pleadings. All further pleadings in the
matter filed with the commission by either party shall show that a
copy has been furnished to the opposing party or parties.

If any licensee is alleged to have committed an escrow account
violation that warrants emergency action, the commission may
conduct an emergency hearing as authorized KRS 324.150(1)(b).

324.160 Sanctions — grounds for sanctions
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The commission may order any or all of the following sanctions

for violation of subsections (4) to (7) of this section:

(a) Suspension of any license;

(b) Revocation of any license;

(c) Levy of fines not to exceed one thousand dollars ($1,000);

(d) Placing of any licensee on probation for a period of up to
twelve (12) months;

(e) Requiring successful completion of academic credit hours or
additional credit hours in real estate courses from an
accredited institution or approved real estate school; or

(f) Issuing a formal or informal reprimand.
A canceled license may be renewed if the licensee pays all
necessary fees and meets all other active licensure requirements
within one (1) year of the cancellation date. No licensee whose
license is canceled shall engage in real estate brokerage during the
period of cancellation or receive any compensation for real estate
brokerage unless the compensation was earned prior to the
effective date of the cancellation.

No licensee whose license is suspended shall engage in real estate

brokerage or receive any compensation for real estate brokerage

unless the compensation was earned prior to the suspension
period.

The commission shall impose sanctions set out in subsection (1) of

this section against a licensee for:

(@) Obtaining a license through false or
representation;

(b) Making any substantial misrepresentation or failing to
disclose known defects which substantially affect the value of
the property;

(c) Making any false promises of a character likely to influence,
persuade, or induce;

(d) Pursuing a continued and flagrant course of misrepresentation

fraudulent
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or making false promises through agents or advertising or

otherwise;

Acting for more than one (1) party in a transaction without

the knowledge of all parties for whom the licensee acts;

1. A real estate licensee shall not directly or indirectly buy
property listed with him or her or with the broker with
whom the licensee is affiliated, nor acquire an interest
therein, without first indicating in writing on the offer to
purchase his or her status as a licensee;

2. Before a licensee becomes a party to a contract to
purchase real property, the licensee shall disclose his or
her status as a licensee to all parties to the transaction, in
writing, on the sales contract or on the offer to purchase;

3. Before a licensee sells, or receives compensation for
property in which the licensee owns an interest, the
licensee shall disclose, in writing, any interest in the
property to all parties to the transaction;

Accepting valuable consideration for the performance of any
of the acts specified in this chapter, from any person, except
from his or her principal broker in accordance with a
compensation agreement between them. When acting as an
agent in the management of property, a real estate licensee
shall not accept any commission, rebate, or profit on
expenditures made for a client without the full knowledge
and consent of the client;
Representing or attempting to represent a broker other than a
principal broker, without the express knowledge and consent
of the principal broker with whom the licensee is affiliated,;
Failing to account for or remit, within a reasonable time, any
money belonging to others that comes into the licensee's
possession. When acting as a property manager, the licensee
shall render an accounting and remit all moneys to his or her
client strictly in accordance with the contract of employment;
Paying valuable consideration to any person for services
performed in violation of this chapter;
Entering a plea of guilty or an "Alford" plea to, or having
been found guilty of, or having been convicted of, a felony or
of a misdemeanor involving sexual misconduct the time for
appeal has lapsed or the judgment or conviction has been
affirmed on appeal, irrespective of an order granting
probation following the conviction suspending the imposition
of sentence;

Failing to report a conviction, plea of guilty, or an "Alford"

plea to a felony or a misdemeanor involving sexual

misconduct to the commission;

Soliciting, selling, or offering for sale real property under a

scheme or program that constitutes a lottery, contest, or

deceptive practice;

Acting in the dual capacity of licensee and undisclosed

principal in any real estate transaction;

Guaranteeing, authorizing, or permitting a person to

guarantee that future profits shall result from a resale of real

property;

Negotiating or attempting to negotiate the sale, exchange,

lease, or rental of real property, or attempting to obtain a

brokerage agreement with a consumer knowing that the

consumer had a written outstanding contract granting
exclusive agency with another real estate broker;

Publishing or circulating an unjustified or unwarranted threat

of legal proceedings or other action;

Failing or refusing on demand to furnish copies of a

document pertaining to a transaction dealing with real estate

to a person whose signature is affixed to the document;

Failing, within a reasonable time, to provide information

requested by the commission as a result of a formal or

informal complaint to the commission which may indicate a

violation of this chapter;



(s) Paying valuable consideration to any person for the name of
potential sellers or buyers, except as otherwise provided in
KRS 324.020 (4);

(t) Violating any of the provisions in this chapter or any lawful
order, rule, or administrative regulation made or issued under
the provisions of this chapter;

(u) Any other conduct that constitutes improper, fraudulent, or
dishonest dealing; or

(v) Gross negligence.

(5) Any conduct constituting a violation of the Federal Fair Housing
Act including use of scare tactics or blockbusting, shall be
considered improper conduct as referred to in subsection (4)(u) of
this section.

(6) No unlawful act or violation of any provision of this chapter by
any affiliated licensee of the principal broker shall be cause for
holding the principal broker primarily liable, unless the broker has
knowledge of the unlawful violation and did not prevent it. The
principal broker and his or her designated manager, if any, shall
exercise adequate supervision over the activities of licensed
affiliates and all company employees to ensure that violations of
this chapter do not occur. The failure of a broker or his designated
manager to exercise adequate supervision of the licensed affiliates
shall constitute a violation of this chapter.

(7) The practice of obtaining, negotiating, or attempting to negotiate
"net listings" shall be considered improper dealing.

324.162 Agent’s duty to disclose

An agent licensed under this chapter representing a party in the
sale, leasing, or exchange of real property shall have no affirmative
duty to disclose to any person who acquires, by voluntary or
involuntary transfer, a legal or equitable interest in real property,
including any leasehold or security interest for an obligation,
information not required by this chapter or applicable federal law.

324.165 Prohibited business practices — Penalties

(1) No person shall:

(a) Solicit or request a referral fee from a real estate licensee
unless that person introduced the business to the real estate
licensee from whom the referral fee is sought and a
contractual referral fee relationship exists between the person
and the real estate licensee; or

(b) Threaten to reduce or withhold employee relocation benefits
or to take other action adverse to the interests of a client of a
real estate licensee because of an agency relationship.

(2) No real estate licensee, relocation firm, or firm with a corporate
relocation policy or benefits, or anyone on behalf of any licensee
or firm, shall counsel a client of another real estate licensee
regarding the manner in which the client may terminate or amend
an existing listing contract, buyer agency agreement, or other
agency relationship. Communicating corporate relocation policy
or benefits to a transferring employee shall not be considered a
violation of this section, as long as the communication does not
involve advice or encouragement regarding the manner in which
the client may terminate or amend an existing agency relationship.

(3) Violation of this section by a broker or sales associate shall be
considered improper conduct as referred to in KRS 324.160 (4)(u).
Violation of this section by unlicensed persons shall be subject to
the penalties in KRS 324.990.

324.170 Hearing to precede any disciplinary action — Notice

— Conduct of hearing

(1) The commission shall, before denying an application for license or
before ordering any disciplinary action against a licensee, order a
hearing. The hearing shall be conducted in accordance with the
provisions of KRS Chapter 13B. If the applicant or licensee is a
sales associate, the commission shall also notify the principal
broker of the hearing by mailing notice by certified mail, return

receipt requested, to the broker's last known business address. The
commission shall order the presence of the principal broker or his
or her designated representative at the hearing.

(2) All hearings shall be conducted by a quorum of the commission or
by a hearing officer appointed by the commission. Hearing
officers shall not order any disciplinary action against a licensee.
The function of hearing officers appointed to conduct hearings
shall be to preside at the hearing and to prepare a recommended
order to be submitted to the commission.

(3) If any licensee is alleged to have committed an escrow account
violation that warrants emergency action, the commission may
conduct an emergency hearing as authorized by subsection KRS
324.150(1)(b).

324.200 Hearing — Denial of license or any other disciplinary

action — Appeal — Stay of judgment pending appeal

(1) If the commission determines after a hearing that any applicant is
not entitled to receive a license, a license shall not be granted to
the applicant, and if the commission determines after a hearing
that any licensee has violated any of the provisions of this chapter,
the disciplinary measures in KRS 324.160(1) may be ordered.

(2) Any party aggrieved by the action of the commission in refusing
to grant a license or in ordering any disciplinary action may appeal
to the Circuit Court where the licensee has his principal place of
business or where the applicant resides in accordance with KRS
Chapter 13B. Disciplinary action imposed by the commission
shall be automatically stayed during the pendency of an appeal to
a circuit or appellate court, unless otherwise indicated in the final
order of the commission.

324.220 No other license to be issued for five years after
revocation

No person who has had a broker's or sales associate's license
revoked shall be issued another license for five (5) years from the date
of revocation. All persons seeking issuance of another license after the
five (5) year period of revocation may do so only at the discretion of
the commission and shall retake the appropriate examination and meet
all of the contemporary licensing requirements.

324.230 Revocation or suspension of principal broker’s
license renders inactive the license of person associated with
broker

The revocation or suspension of a principal broker's license shall
automatically render inactive every license granted to any person by
virtue of association with the principal broker whose license has been
revoked or suspended, pending a change of principal broker and the
issuance of a new license. Such new license shall be issued without
charge, if granted during the same year in which the original license
was granted.

324.235 Definitions for KRS 324.235 to 324.238.
As used in KRS 324.235 to 324.238, unless the context requires
otherwise:
(1) (&) "Commercial real estate” means any parcel of real estate
located in this state that is:

1. Lawfully used primarily for sales, retail, wholesale,
office, research, institutional, warehouse, manufacturing,
or industrial purposes;

2. Lawfully used primarily for multifamily residential
purposes involving five (5) or more dwelling units; or

3. Zoned for a business or commercial use by a planning
unit acting pursuant to KRS Chapter 100.

(b) "Commercial real estate” does not include single-family
residential units such as condominiums, townhouses,
manufactured homes, or homes or lots in a subdivision when
sold, or residential units otherwise conveyed on a unit-by-
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unit basis, even if those units are a part of a larger building or

parcel of real estate containing more than four (4) residential

units;
"Cooperation agreement” means a written co-brokerage, referral,
affiliation, or other agreement or arrangement between an out-of-
state principal broker and a Kentucky cooperating broker;
"Kentucky cooperating broker" means a principal broker licensed
under this chapter who has entered into a written cooperation
agreement with an out-of-state principal broker;
"Out-of-state principal broker" means an individual who is
licensed as a real estate broker in a jurisdiction other than
Kentucky, and who is the designated broker with whom one (1) or
more out-of-state licensees are affiliated or associated; and
"Out-of-state licensee™ means an individual who is licensed as a
real estate broker or real estate sales associate in a jurisdiction
other than Kentucky, and who is affiliated or associated with an
out-of-state principal broker.

324.236 Engaging in commercial real estate brokerage by
out-of-state principal broker and out-of-state licensee.

An out-of-state principal broker and his or her out-of-state

licensee, for or in the expectation of a fee, commission, compensation,
or other valuable consideration, may engage in real estate brokerage
with respect to commercial real estate if the requirements of this section
are satisfied:
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The out-of-state licensee shall be licensed with and work under the

direct supervision of the out-of-state principal broker;

The out-of-state principal broker shall enter into a written

cooperation agreement with the Kentucky cooperating broker that

shall include but not be limited to the following:

(@) The terms of cooperation and compensation between the out-
of-state principal broker and the Kentucky cooperating
broker;

(b) A description of the parties, the commercial real estate, or
other information sufficient to identify the specific
transactions governed by the cooperation agreement; and

(c) The effective date and a definite termination date of the
cooperation agreement; and

Regarding transactions that fall within the scope of the

cooperation agreement specified in subsection (2) of this section,

the out-of-state principal broker and the out-of-state licensee shall:

(&) Work in cooperation with a Kentucky cooperating broker;

(b) Furnish the Kentucky cooperating broker with a copy of the
out-of-state principal broker's and out-of-state licensee's
current real estate license from the jurisdiction of his or her
primary place of business;

(c) Limit acts of real estate brokerage to commercial real estate
transactions referenced in the cooperation agreement;

(d) Only list commercial real estate located in this state for sale,
lease, or exchange if the real estate is co-listed with the
Kentucky cooperating broker;

(e) Be prohibited from holding escrow funds, security deposits,
or other moneys in escrow or other accounts located outside
this state;

(f) Promptly provide the Kentucky cooperating broker with
relevant documentation relating to the specific transaction or
transactions governed by the cooperation agreement;

(g) Keep the Kentucky cooperating broker fully informed of all
activities through prompt communications;

(h) Perform all actions under the direct supervision and control
of the Kentucky cooperating broker;

(i) List his or her individual name, firm name, or both in
advertising for commercial real estate transactions only if the
advertising:

1. Includes with equal prominence the same identifying
information for the Kentucky cooperating broker and his
or her relevant licensees, except that, with respect to

multistate portfolio listings, only the name or firm of the
Kentucky cooperating broker printed in legible type
shall be mandatory, with no requirement concerning
prominence; and

2. Otherwise complies with the requirements of this
chapter;

(1) Comply with and be bound by and subject to Kentucky law
and the regulations of the commission, including but not
limited to KRS 324.235 to 324.238;

(k) Not engage in improper conduct as set out in KRS
324.160(4); and

() File with the Kentucky cooperating broker a true and
complete notice of affiliation in compliance with KRS
324.327.

324.237 Notice of affiliation with Kentucky cooperating
broker required.
(1) A notice of affiliation required under KRS 324.236(3)(l) shall be

filed with the Kentucky cooperating broker and shall include the

following:

(@ The name, firm name, firm address, firm telephone number,
and real estate license number of the Kentucky cooperating
broker;

(b) The name, firm name, firm address, firm telephone number,
address for service of process, and current real estate license
numbers and jurisdictions of licensure of both the out-of-state
principal broker and out-of-state licensee;

(c) The effective date and a definite termination date of the
corresponding cooperation agreement between the Kentucky
cooperating broker and the out-of-state principal broker;

(d) An agreement that the out-of-state principal broker and out-
of-state licensee shall:

1. Each comply with and be subject to KRS 324.235 to
324.238, Kentucky law, and administrative regulations
promulgated by the commission;

2. Not engage in improper conduct as set out in KRS
324.160(4); and

3. Ensure that all documentation pertaining to transactions
falling within the scope of the cooperation agreement
complies with Kentucky law;

(e) The irrevocable consent of the out-of-state principal broker
and out-of-state licensee that legal actions may be
commenced against them in the proper court of any county in
this state in which a cause of action may arise or in which the
plaintiff may reside, by the service of process on the
Kentucky Secretary of State pursuant to KRS 454.210, and
stipulating and agreeing that service of process on the
Kentucky Secretary of State shall be taken and held in all
courts to be as valid and binding as if service had been made
upon the out-of-state principal broker and out-of-state
licensee in this state;

(f) A statement that the out-of-state principal broker and out-of-
state licensee are trustworthy and competent to transact
business in a manner to safeguard the interests of the public,
and that during the five (5) year period prior to the filing of
the notice of affiliation:

1. No state has revoked the real estate license of the out-of-
state principal broker or out-of-state licensee pursuant to
a disciplinary action; and

2. Neither the out-of-state principal broker nor the out-of-
state licensee has been convicted of a felony in any
jurisdiction; and

(9) A statement that the out-of-state principal broker and out-of-
state licensee each consent to any criminal records check
undertaken by the commission in connection with any
investigation pursuant to KRS 324.150.



(2) A notice of affiliation shall be true and complete and shall be
signed or otherwise authenticated under penalty by both the out-
of-state principal broker and out-of-state licensee.

(3) An out-of-state principal broker and out-of-state licensee may
enter into cooperation agreements and notices of affiliation with
respect to more than one (1) Kentucky cooperating broker.

324.238 Compliance with KRS 324.160(4) and 324.235 to 324.238 —

Sanctions and penalties.

For purposes of KRS 324.235 to 324.238:

(1) A person licensed in a jurisdiction where there is not a legal
distinction between a real estate principal broker and a real estate
broker or salesperson shall satisfy the requirements of an out-of-
state principal broker;

(2) Preliminary exchanges of information and materials, discussions,
and investment or other advice pertaining to commercial real
estate shall not constitute acts of real estate brokerage by out-of-
state principal brokers or out-of-state licensees;

(3) Ifany change in circumstances prevents compliance by the out-of-
state principal broker or out-of-state licensee, that person shall
immediately cease and desist from performing acts of real estate
brokerage with respect to commercial real estate; and

(4) The commission may impose one (1) or more of the following
sanctions or penalties against an out-of-state principal broker or an
out-of-state licensee for failure to substantially comply with KRS
324.235 to 324.238 or for engaging in improper conduct as set out
in KRS 324.160(4):

(a) Levy fines not to exceed one thousand dollars ($1,000);

(b) Issue a formal or informal reprimand,;

(c) Report misconduct to the licensing authority of any state;

(d) Revoke or suspend the authority of the out-of-state principal
broker or out-of-state licensee to perform acts of real estate
brokerage with respect to commercial real estate;

(e) Publish and maintain a public registry of any sanctions or
penalties imposed pursuant to this subsection; and

(f) Report suspected violations of KRS Chapter 523 to the
Commonwealth's attorney of the county in which the office
of the commission is located.

324.281 Kentucky Real Estate Commission — Members —
Terms — Vacancies — Duties — Mandatory continuing
education

(1) There is hereby created the Kentucky Real Estate Commission.
The Governor shall appoint five (5) persons, at least four (4) of
whom, immediately prior to the date of their appointment have
been residents of the state for ten (10) years and whose vocation
for a period of at least ten (10) years shall have been that of an
active real estate licensee. One (1) member shall be a citizen at
large who is not associated with or financially interested in the
practice or business regulated. The term of the members of the
commission shall be for four (4) years and until their successors
are appointed and qualify, except as provided in subsections (2)
and (3) of this section.

(2) All appointments shall be for the specified four- (4) year term. No
person appointed after July 14, 2000 shall serve more than two (2)
consecutive terms.

(3) For each appointment or vacancy, the Kentucky Association of
Realtors shall supply a list of not less than three (3) names of
licensees to the Governor each year from which the broker or sales
associate appointments shall be made. The Governor may fill
vacancies arising in the middle of the year from those remaining
on the list or from a new list supplied by the association.

(4) There shall not be more than three (3) of any one (1) political
party serving on the commission at the same time. Appointees to
fill vacancies shall be appointed for the unexpired term.

(5) It shall be the duty of the commission to promulgate
administrative  regulations; to hold disciplinary hearings
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concerning matters in controversy as provided by this chapter; to
conduct examinations for applicants eligible under this chapter or
alternatively to contract with an entity to conduct examinations; to
conduct necessary educational seminars and courses directed
toward continuing education within the real estate field; to
investigate or cause to be investigated any irregularities in
violation of this chapter or the promulgated and authorized
administrative regulations of the commission; to participate with
any other agency of the Commonwealth or the authorized agency
of another state for the betterment or improvement of the
administration of the statutes or administrative regulations
governing this commission. Any action taken by the commission
under this subsection shall be appealable as are other actions of the
commission under this chapter.

(6) The commission, at its discretion, may use the funds necessary to
purchase liability insurance for members and executive officers of
the commission, inspectors, and for members of the staff
exempted from classified service of the state by KRS 18A.115.

(7) The commission shall require all actively-licensed agents, except
for those agents who were licensed prior to June 19, 1976, to
successfully complete mandatory continuing education as a
condition of license renewal.

(8) The commission shall, by the promulgation of administrative
regulations, develop a review process by which continuing
education courses may be approved for credit. An applicant may
seek the commission's approval for credit for courses not
previously approved by the commission by submitting sufficient
information describing the course to the commission for review.

324.2811 Automatic removal of member from commission
A member shall be automatically removed from the commission

and a vacancy shall be created if:

(1) A licensee of the commission ceases to be a broker or sales
associate;

(2) A consumer member of the commission acquires a license or
financial interest in the practice of real estate;

(3) A member enters a plea of guilty to, or has been found guilty of, a
felony in which fraud is an essential element or to any crime
involving moral turpitude and the time for appeal has lapsed or the
judgment or conviction has been affirmed on appeal; or

(4) A member ceases to be a bona fide resident of this
Commonwealth.

324.2812 Limitation of commission’s jurisdiction

Nothing in this chapter or the administrative regulations
promulgated under the authority of this chapter shall extend the
jurisdiction of the Kentucky Real Estate Commission to community
association managers and the management or business activities of not-
for-profit community associations, which includes townhouse,
condominium, homeowner, or neighborhood associations.

324.282 Election of chairperson — Rules and regulations

The commission, immediately upon qualification of the member
appointed in each year, shall organize by selecting from its members a
chairperson. The commission shall promulgate administrative
regulations in accordance with KRS Chapter 13A and this chapter to
effectively carry out and enforce the provisions of this chapter, but the
commission shall not promulgate any administrative regulation which
in any way fixes prices, establishes fees, or sets the rate at which
licensees are compensated.

324.283 Compensation of commission members

Each member of the commission shall receive as compensation
fifteen thousand dollars ($15,000) per annum and actual and necessary
expenses incurred in the performance of duties pertaining to the office.



324.284 Employees — Office — Equipment and supplies

The commission shall employ, and at its pleasure discharge, a
secretary, and such clerks and assistants as shall be deemed necessary
to discharge the duties imposed by the provisions of this chapter, and
shall outline their duties and fix their compensation subject to the
general laws of the state. The commission shall obtain such office
space, furniture, stationary, fuel, light, and other proper conveniences,
as shall be reasonable necessary for carrying out the provisions of this
chapter.

324.285 Seal — Records

The commission shall adopt a seal with the design the commission
prescribes engraved thereon, by which it shall authenticate its
proceedings. All records kept in the office of the commission under the
authority of this chapter shall be open to public inspection under the
administrative regulations as shall be prescribed by the commission.

324.286 Disposition of fees — Payment of expenses

Except for the fees and charges paid by the licensees to the
commission and deposited in the real estate education, research and
recovery fund, all fees and charges collected by the commission under
the provisions of this chapter shall be paid into the general fund in the
State Treasury. All expenses incurred by the commission under the
provisions of this chapter, including compensations to members,
secretaries, clerks, and assistants, except those expenses designated for
payment out of the real estate education, research and recovery fund,
shall be paid out of the general fund in the State Treasury upon
warrants of the director of finance as warrants generally are required to
be drawn by the statutes governing such respective offices from time to
time, when vouchers therefor are exhibited and approved by the
commission; provided, that the total expense for every purpose incurred
shall not exceed the total fees, charges, fines and penalties imposed
under the provisions of this chapter and paid into the State Treasury.
All expenses incurred by the commission and designated for payment
out of the real estate education, research and recovery fund, including
payments to aggrieved parties and the expenses of carrying on the
educational and research requirements of KRS 324.410, shall be paid
out of the real estate education, research and recovery fund in the same
manner as required in this section for payments out of the general fund;
provided, that the total expenses and payment for every purpose
incurred and designated for payment out of the real estate education,
research and recovery fund shall not exceed the total fees, charges and
interest received by the commission and paid into the real estate
education, research and recovery fund of the State Treasury.

324.287 Fees

The commission shall set, charge, and collect the following fees:

(1) Examination fee, not to exceed one hundred dollars ($100).

(2) Broker's and sales associate's original license fee, not to exceed
thirty dollars ($30).

(3) Broker's and sales associate's renewal fee, not to exceed thirty
dollars ($30).

(4) Transfer from one (1) principal broker to another, not to exceed
ten dollars ($10).

(5) Certification of status with the commission, ten dollars ($10).

(6) Request for any change, not to exceed ten dollars ($10).

(7) Recovery fund, not to exceed thirty dollars ($30).

(8) Broker's and associate's applicant license criminal record check
fee, not to exceed thirty dollars ($30).

324.288 Affiliation fee

No affiliation fee shall be charged in any year to a licensee. As
used in this section, "affiliation fee" means any fee or compensation
paid by a licensee, to any person, for the privilege of listing his license
with a particular principal broker, in records submitted to the
commission.
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324.310 Delivery of sales associate’s license to commission
when association terminated — Placing license in escrow with
the commission

(1) If any sales associate is discharged or terminates his or her
association with the principal broker, it shall be the duty of the
broker to immediately deliver or mail to the commission the sales
associate's license in a manner that complies with KRS 324.312,
along with the release statement signed by the principal broker.
The broker shall, at the time of mailing the sales associate's license
to the commission, address a communication to the last known
residence address of the sales associate, which shall advise the
sales associate that his or her license has been delivered or mailed
to the commission. A copy of the communication to the sales
associate shall accompany the license when mailed or delivered to
the commission. It shall be unlawful for any sales associate to
perform any of the acts contemplated by this chapter either
directly or indirectly under authority of the sales associate’s
license from and after the date of receipt of the license from the
broker by the commission.

(2) A licensee may place his or her license in escrow with the
commission provided that:

(@ The licensee does not engage in any real estate activity for
others during the term of escrow of the license; and

(b) The licensee pays the annual license renewal fees for each
year the license is in escrow.

(4) At the request of the licensee, upon the meeting of requirements
applicable to active licensees and completion of all continuing
education requirements, a license placed in escrow shall be
automatically converted to an active license upon payment of the
established change fee.

324.312 Commission’s right for return of associate’s license

— Sanction for failure to return

(@) A principal broker shall return an associate's license to the
commission immediately:

(@ Upon the written termination of the association between
the broker and the associate; or
(b) At any time upon the commission’s request.

) If a principal broker fails to return a license to the
commission as required by subsection (1) of this section
within five (5) business days, the commission shall consider
the license as released, and the principal broker shall be in
violation of subsection of KRS 324.160(4)(u).

324.330 Notice of change of location, firm name, surname, or

associate — New license

(1) Notice in writing shall be given to the commission by each
licensee of any change of principal business location, a change of
firm name, sales associate’s transfer from one (1) principal broker
to another, or a change of surname. The commission shall issue a
new license for the unexpired period and shall charge the fee as
provided in KRS 324.287(6) for effecting the change on its
records. This section shall apply to both brokers and sales
associates.

(2) The commission shall be notified in writing of a change of
residence address within ten (10) days.

(3) A fee shall be assessed for certification of a licensee’s status with
the commission.

324.360 Form for seller’s disclosure of conditions

(1) This section shall apply to sales and purchases involving single-
family residential real estate dwellings if any person licensed
under this chapter receives compensation.

(2) The commission shall promulgate an administrative regulation
authorizing a "seller's disclosure of conditions form."

(3) The form shall provide for disclosure by the seller of the
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following:

(a) Basement condition and whether it leaks;

(b) Roof condition and whether it leaks;

(c) Source and condition of water supply;

(d) Source and condition of sewage service;

(e) Working condition of component systems; and

(f) Other matters the commission deems appropriate.

The seller of the property shall complete and sign the form at the
time he or she executes any listing agreement or similar agreement
by which a licensee intends to market the property. A copy of the
form shall be provided by the listing agent to any prospective
buyer or a buyer's authorized representative upon request. A copy
of the form shall be delivered by the listing agent to any
prospective purchaser or his representative within seventy-two
(72) hours of the listing agent's receipt of a written and signed
offer to purchase. The listing agent shall solicit the signature of the
buyer on a copy of the form which the listing agent shall retain in
the principal broker's records. The signature shall evidence the
listing agent's compliance with the provisions of this section.
Should the buyer refuse to sign the form, the licensee shall record
the buyer's refusal to sign on the form and retain a copy in his
principal broker's records.

If the subject property is offered for sale by the property's owner
without a listing agreement, any licensee involved in the
transaction shall provide a blank form to the property's owner and
shall request that the property's owner complete and sign the form.
If the property's owner completes and signs the form, the licensee
shall deliver the form to the buyer or potential buyer not later than
one hundred twenty (120) hours after the creation of any
executory contract for sale of the property. The licensee shall
solicit the signature of the buyer on a copy of the form as
delivered to the buyer or prospective buyer and shall retain the
copy in his or her principal broker's records. The signature of the
buyer or prospective buyer shall evidence the listing agent's
compliance with the provisions of this section. Should the buyer
refuse to sign the form, the licensee shall record the buyer's refusal
to sign on the form and retain a copy in his or her principal
broker's records.

The original of the form shall be retained by the listing broker or
by the broker of any licensee who presents an offer on a property
not subject to a listing agreement.

The form shall not be required for residential purchases of new
homes if a warranty is offered, for a sale of real estate at an
auction, or for a court supervised foreclosure.

If the seller refuses to complete and sign the form, his refusal shall
be communicated in writing by the broker or sales associate who
is involved in the transaction to the purchaser or prospective
purchaser, without unreasonable delay.

It shall be a violation of this chapter for a licensee to complete any
portion of the form unless the licensee is the owner of the property
or has been requested by the owner to complete the form. The
request shall be acknowledged in writing on the form and the
licensee shall be held harmless for any representation that appears
on the form.

324.395 Errors and omissions insurance mandatory for all
licensees

@

@

@

All real estate licensees, except those whose licenses are in escrow
in accordance with KRS 324.310(2), shall carry errors and
omissions insurance to cover all activities contemplated under this
chapter.

The commission shall make the insurance mandated under this
section available to all licensees by contracting with an insurance
provider for a group policy, after competitive, sealed bidding in
accordance with KRS Chapter 45A.

Any policy obtained by the commission shall be available to all
licensees with no right on the part of the insurance provider to

12

4)

®)

(6)

O]

cancel any licensee.

Licensees shall have the option of obtaining errors and omissions
insurance independently, if the coverage contained in the policy
and the financial condition of the insurance company complies
with the minimum requirements established by the commission.
The commission shall determine the terms and conditions of
coverage mandated under this section, including, but not limited
to, the minimum limits of coverage, the permissible deductible,
and permissible exemptions.

Each licensee shall be notified of the required terms and
conditions of coverage for the annual policy at least thirty (30)
days prior to the annual license renewal date. A certificate of
coverage, showing compliance with the required terms and
conditions of coverage, shall be filed with the commission by the
annual license renewal date by each licensee who opts not to
participate in the group insurance program administered by the
commission.

If the commission is unable to obtain errors and omissions
insurance coverage to insure all licensees who choose to
participate in the group insurance program at a reasonable annual
premium, not to exceed two hundred dollars ($200), the insurance
requirement mandated by this section shall be void during the
applicable contract year.

324.400 Real estate education, research and recovery fund --
Fees

()
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There is hereby created and established in the State Treasury the
real estate education, research, and recovery fund.

In addition to the license fees provided for in KRS 324.287, upon
renewal of every broker's and sales associate's license, as well as
any and all other types of licenses, if any, issued by the
commission, as of June 30, 1972, and every regular annual
renewal date thereafter, the commission shall charge each of the
aforesaid licensees an amount not to exceed thirty dollars ($30)
per year to be included in the real estate education, research, and
recovery fund. Each and every original applicant for a license after
July 1, 1972, shall likewise submit to the commission an
additional fee of thirty dollars ($30) to be deposited in the real
estate education, research, and recovery fund and shall also be
subjected thereafter to an annual renewal fee as of the regular
renewal period.

In addition to the license fees provided for in KRS 324.287, the
commission, based upon its own discretion as to need, may assess
each licensee upon renewal an amount less than thirty dollars
($30) per year, or nothing, but not more. Each original applicant
must pay the original amount of thirty dollars ($30), but on
renewal will be subjected to the same renewal amount as other
licensees.

324.410 Purposes of fund

()
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The purposes of the real estate education, research and recovery
fund shall be as follows:

If a license, acting in the capacity of a licensee, has been duly
found guilty of fraud in the violation of one (1) or more of the
provisions of KRS 324.160, and upon the conclusion of a final
order entered by the commission, or by the courts, if appealed, the
commission, may pay to the aggrieved person or persons an
aggregate amount not to exceed twenty thousand dollars ($20,000)
per claimant with combined payments to all claimants against any
one licensee, not to exceed fifty thousand dollars ($50,000), if the
licensee has refused to pay the claim within a period of twenty
(20) days of entry of a final order and if the amount or amounts of
money in question are certain and liquidated.

The commission shall maintain a minimum level of four hundred
thousand dollars ($400,000) for recovery and guaranty purposes.
These funds may be invested and reinvested in the same manner as
funds of the state employee’s retirement system and the interest



from the investments shall be deposited to the credit of the real
estate education, research, and recovery fund. Sufficient liquidity
shall be maintained so that there shall be money available to
satisfy any and all claims which may be processed through the
commission through the means of formal administrative hearing as
outlined in this chapter.

(3) The commission, in its discretion, may use any and all funds in
excess of the four hundred thousand dollars ($400,000) level,
regardless of whether it is from the real estate education, research,
and recovery fund fees or accrued interest thereon, for the
following purposes:

(@) To carry out the advancement of education and research in
the field of real estate for the benefit of those licensed under
the provisions of this chapter and the improvement and
making more efficient the real estate industry;

(b) To underwrite educational seminars, caravans, and other
forms of educational projects for the use and benefit
generally of real estate licensees;

(c) To establish a real estate chair or courses at Kentucky state
institutions of higher learning for the purpose of making the
courses available to licensees and the general public who may
seek them on a college or university level.

(d) To contract for a particular research project in the field of real
estate for the Commonwealth of Kentucky;

(e) To sponsor, contract for, and to underwrite other educational
and research projects of a similar nature having to do with the
advancement of the real estate field in Kentucky; and

(f) To receive recommendations and to cooperate and work with
the Kentucky Association of Realtors and other real estate
groups for the enlightenment and advancement of the real
estate licensees of Kentucky.

(4) Within sixty (60) days after the end of each fiscal year, the
commission shall mail to each licensee a statement of income and
expenses of real estate educational, research, and recovery fund,
the details of which have been approved by the secretary of the
Finance and Administration Cabinet.

324.420 Collection by aggrieved party from recovery fund

(1) An aggrieved party may commence an administrative action
which may result in collection from the recovery fund by first
filing a complaint with the commission on a form prepared by the
commission. The complaint shall constitute a prima facie case that
a licensee is in violation of KRS 324.160 and is subject to the
same conditions set forth in KRS 324.150. If the complaint
constitutes a prima facie case and the matter is not settled, the
commission shall hold a hearing pursuant to the requirements set
forth in the provisions of this chapter and KRS Chapter 13B to
determine if a violation of this chapter has in fact occurred. If a
violation of fraud is so found, the commission shall determine if
the violation resulted in damages to complainant and in what
amount. If damages cannot be accurately determined, then the
amount of damages shall be determined by a Circuit Court in the
county where the violation took place. In the event the question of
damages is referred to the Circuit Court, the decision of the
commission will not be final and appealable until the question of
damages is certifiable.

(2) Upon final order by the commission or upon certification to the
commission by the Circuit Court on the issue of damages, and
after the licensee has refused to pay the claim within a period of
twenty (20) days of entry of a final order, the aggrieved party or
parties shall be paid the amount or amounts by the commission
from the recovery fund.

(3) The license of the licensee against whom the claim was made by
the aggrieved party shall be suspended or may be permanently
revoked until such time as the licensee has reimbursed the
recovery fund in full for all amounts paid, plus interest at the rate
of ten percent (10%) per annum.

13

(4) Any party aggrieved by a final order of the commission may
appeal to the Circuit Court where the licensee has his principal
place of business or where the applicant resides in accordance
with KRS Chapter 13B.

(5) Upon the final order of the court and after the commission has
paid from the real estate education, research, and recovery fund
any sum to the aggrieved party, the commission shall be
subrogated to all of the rights of the aggrieved party to the extent
of the payment. The aggrieved party shall to the extent of the
payment assign his right, title and interest in the judgment to the
commission. After such assignment, the commission may
challenge in bankruptcy court any attempt by a former licensee to
discharge the debt, if proper notice is given. Any funds recovered
by the commission shall be deposited in the real estate education,
research, and recovery fund.

(6) No aggrieved party shall be entitled to recover compensation from
the real estate education, research, and recovery fund unless the
action against the licensee is commenced within two (2) years
from actual knowledge of the cause of action or from the time
when circumstances should reasonably have put the aggrieved
party on notice of the cause of action.

(7) An aggrieved party shall not be entitled to recover compensation
from the real estate education, research, and recovery fund, unless
the compensation is for the actual financial harm suffered by the
aggrieved party, and this financial harm is specifically and directly
related to the property.

(8) For purposes of this section, an "aggrieved party” shall mean
either:

(@) A member of the consumer public who stands in a direct
relationship to the licensee, i.e., one who demonstrates an
interest in purchasing, leasing, renting, or otherwise securing
an interest in real estate through a licensee and who believes
that the licensee is in violation of the provisions of this
chapter; or

(b) A member of the consumer public who directly engages the
services of a licensee for purposes of selling, leasing, renting,
or otherwise dealing in his or her own property.

(9) If at any time the money on deposit in the real estate education,
research and recovery fund is insufficient to satisfy any duly-
authorized claim or portion thereof, the commission shall, when
sufficient money has been deposited in the real estate education,
research, and recovery fund, satisfy such unpaid claim or portions
thereof, in the order that such claims or portions were originally
filed, plus accumulated interest at the rate of ten percent (10%) per
annum.

(10) Any funds in excess of the four hundred thousand dollar
($400,000) level which are not being currently used, may be
invested and reinvested as set forth in subsection (2) of KRS
324.410.

324.425 Closing existing business of deceased or

incapacitated principal broker

In case of death or other incapacity of a principal broker having a

licensed sales associate or sales associates affiliated at the time of death
or other incapacity, the commission reserves the right in its discretion,
based upon the merits of each case, to permit one (1) of the sales
associates to complete and close the then existing business of the
deceased or incapacitated broker for a temporary period not to exceed
six (6) months.

324.980 Persons to whom KRS Chapter 324 does not apply

Nothing in KRS Chapter 324 shall be construed to apply to a
person engaged solely in the business of compiling and categorizing
information concerning the location and availability of real property
which may be leased or rented and who furnishes such information to
prospective tenants for a fee.



324.990 Engaging in real estate brokerage without license —
Penalties
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Any person engaging in real estate brokerage without a license
shall be guilty of a Class A misdemeanor for the first offense and a
Class D felony for any subsequent offenses. A person who
engages in real estate brokerage without a license due to a failure
to renew a previously valid Kentucky license shall not be subject
to this penalty if the person is entitled to and does avail himself of
the remedial provisions of KRS 324.090(3).

In addition to the penalties set out in this chapter, a Circuit Court
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may impose an additional penalty on any person who violates any
provision of this chapter by fining them not less than one hundred
dollars ($100) nor more than one thousand ($1,000) or
imprisoning them for a term not to exceed six (6) months, or both.
Upon conviction, in addition to the aforesaid fine, there shall be
added to the fine the amount of any real estate brokerage
commission paid or received as a result of the violation or
violations in question. Each transaction shall be regarded as a
separate offense and shall be punished as such.



KENTUCKY ADMINISTRATIVE REGULATIONS
OF THE KENTUCKY REAL ESTATE COMMISSION

In accordance with the laws of the Commonwealth, the following
regulations have been approved by the Legislative Research
Commission:

201 KAR 11:011. Definitions for 201 KAR Chapter 11
RELATES TO: KRS 324.010(1), 324.046(1), 324.111(1), (2), (3), (4),
(6), 324.117(1), (5), 324.160(4)(j), (m), (r), 324.410(1), 324.420(1), (2),
@), @), (5
Section 1. Definitions.

(1) "Academic credit hour" means:

(@) One (1) college semester hour; or

(b) Sixteen (16) fifty (50) minute hours of actual classroom
attendance.

(2) "Contract deposit" means money delivered to a licensed agent as
part of an offer to enter a contract for the sale of real property
after:

(@) The offer or counteroffer is accepted; and

(b) An executory contract exists.

(3) "False, misleading, or deceptive advertising" means an
advertisement that is prohibited pursuant to KRS 324.117(1)
because the advertisement:

(@) Iscontrary to fact;

(b) Leads a person to a mistaken belief or conclusion; or

(c) Knowingly made a representation that is contrary to fact.

(4) "Fraud" or "fraudulent dealing” means a material
misrepresentation that:

@ Is:

1. Known to be false; or
2. Made recklessly;

(b) Is made to induce an act;

(c) Induces an act in reliance on the misrepresentation; and

(d) Causes injury.

(5) “Guaranteed sales plan” means an offer or solicitation:

(a) To guarantee the sale of an owner’s real estate; or

(b) To guarantee the purchase of the owner’s real estate if the

owner’s real estate is not sold by the broker.

Subsection (6) below is not being enforced by the Commission

(6) "Prize" means an item of value that is:

(a) Offered to a prospective purchaser on a condition set forth in
the offer to the prospective purchaser; and

(b) Not a complimentary:

1. Refreshment, including a soft drink or snack, that is
offered to the general public; or
2. Giftthat:

a. Has a value less than $100;

b. Is given to the purchaser at or after the closing at
which the purchaser's purchase of the real estate was
consummated; and

¢. Was not offered prior to closing.

(7) “Required disclosure” means:

(@) In print advertising, that the disclosure shall be in letters at
least twenty-five (25) percent the size of the largest letters in
the advertisement;

(b) In radio advertising, that the disclosure shall be verbal and
clearly understandable; and

(c) Intelevision advertising, that the disclosure shall:

1. Be verbal and clearly understandable; or

2. Be written and appearing on the screen at least three (3)
seconds for the first line of lettering and one (1) second
for each additional line of lettering, and in letters:

a. Which are eighteen (18) video scan lines in size for

letters which are all upper case; or
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b. Which are twenty-four (24) video scan lines in size for
upper case capitals if upper case capitals and lower case
letters are used.

(8) "Without unreasonable delay" means within three (3) business days
of the creation of an executory contract for the sale or lease of real

property.

201 KAR 11:030. License cancellation; reasons for
RELATES TO: KRS 324.310, 324.330
Section 1. A license shall be automatically cancelled if the licensee
fails to promptly notify the commission, in writing, of any of the
changes listed in KRS 324.330 (1) and (2).

201 KAR 11:045. Written offers to be submitted to owner-
client, agreements to provide brokerage services, licensee
duties
RELATES TO: KRS 324.160(4)(w)

Section 1. If a licensee has entered into a written listing agreement or any

other written agreement under the terms of which the licensee agrees to

provide one (1) or more real estate brokerage services for the owner of
the property to be brokered by the licensee, the licensee shall, at
minimum:

(1) Accept delivery and submit to his principal, owner-client, or
customer, without delay, all written offers to lease or purchase the
real estate that is the subject of the written agreement between the
licensee and his principal, owner-client, or customer;

(2) Accept all earnest money deposits that are presented to him or her
by other licensees involved in the lease or purchase of the real estate
that is the subject of the written agreement between the licensee and
his principal, owner-client, or customer;

(3) Assist his or her principal, owner-client, or customer in developing,
communicating, negotiating, and presenting offers, counteroffers,
and notices that relate to offers and counteroffers that are involved
in the lease or purchase of the real estate that is the subject of the
written agreement between the licensee and his principal, owner-
client, or customer, until a lease or purchase agreement is signed and
all contingencies that are satisfied or waived; and

(4) Answer his or her principal’s, owner-client’s, or customer’s
questions relating to offers, counteroffers, notices, and contingencies
that are involved in the lease or purchase of the real estate that is the
subject of the written agreement between the licensee and his
principal, owner-client, or customer.

Section 2. Each licensee, who represents a prospective purchaser, shall,

without delay, submit all written offers to lease or purchase real estate

from the licensee’s prospective purchaser-client or customer to the owner
of the property or to the licensee who has entered into any written

agreement with the property owner-client or customer to provide one (1)

or more real estate brokerage services for the property owner-client or

customer for a fee, compensation or other valuable consideration.

Section 3. Failure to comply with Section 1 or 2 of this administrative

regulation shall constitute gross negligence and shall be subject to

sanctions under KRS 324.160(4)(w).

201 KAR 11:062. Retention of brokers' records
RELATES TO: KRS 324.111, 324.160(6), 324.360
Section 1. A broker shall preserve, for five (5) years following its
consummation, records in one (1) file relating to any real estate
transaction, which shall include:
(1) Any written offers to lease or purchase real estate;
(2) The acquisition of and disbursement of any monies;
(3) Listing and sales contracts;
(4) Closing sheets;
(5) Property disclosure forms; and
(6) Agency disclosure forms.



201 KAR 11:090. Instruments prepared by broker;
disposition
RELATES TO: KRS 324.160(4)(r)
Section 1. At the time of signing all instruments, a real estate broker
shall deliver a copy of all instruments to all parties executing the
instruments where the instrument has been prepared by the broker or
under his supervision.

201 KAR 11:095. Closing statements
RELATES TO: KRS 324.160(4)(r), (w)
Section 1. A real estate broker shall furnish a debit and credit type
closing statement to a buyer and seller upon closing a real estate
transaction if the financial institution or the attorney involved in a real
estate transaction fails to furnish a closing statement.

201 KAR 11:100. Exclusive listing contract; continuation
RELATES TO: KRS 324.160
Section 1. No real estate broker shall be a party to an exclusive listing
contract which shall contain an automatic continuation of the period
of such listing beyond the fixed termination date set forth therein.

201 KAR 11:105. Advertising listed property; advertising

public information about specific property; wen consent
and authorization of owner or principal broker is required
RELATES TO: KRS 324.117(1),(4), 324.160(4)(w), (6)
Section 1. A real estate broker shall not offer real estate for sale or lease
without the consent of the owner. If promoting or advertising the real
estate to the general public, the broker shall have a written listing
agreement signed by the owner. A buyer’s agent may advertise or
promote his or her participation in the sale after a binding contract is
created.

Section 2. A sign shall not be placed on any property by a real estate

licensee without the written consent of the owner.

Section 3.

(1) In accordance with KRS 324.117(4), a real estate property
print advertisement of a licensee, or an offer or solicitation to
provide brokerage services by a licensee, related to marketing
or identifying real property for sale or lease, shall include the
name of the real estate company where the licensee’s license
is held or the name of the real estate company’s principal
broker with whom the licensee is affiliated.

(2) If the advertisement includes the name of the real estate
company’s principal broker, the principal broker’s name shall
include his or her title as principal broker or be followed by
any other clear designation of his or her status as a broker.

(3) The requirements in this section shall apply to advertisements
for listed property only.

Section 4.

(1) An advertisement by a licensee shall be approved by the
principal broker with whom the licensee is affiliated or by an
individual designated by the principal broker to approve the
advertisement.

(2) A principal broker shall require his or her licensee to:

(a) Discuss with the property owner-client the advertising
requirements of KRS 324.117;

(b) Provide the owner-client with written notice of these
advertising requirements; and

(c) Obtain the owner-client’s written agreement to comply with
the advertising requirements.

Section 5. A licensee may advertise public information, such as sales

price, or properties that have sold and closed, even if the licensee did

not have a written listing agreement on the property.

Section 6. A licensee may advertise listings of another real estate

brokerage company if:

(1) The licensee has requested and obtained the listing broker’s
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consent to advertise the other company’s listing or listings; and

(2) The licensee’s advertisement of the other company’s listings
includes the complete name of the other real estate brokerage
company.

201 KAR 11:110. Exclusive authority retained by original
broker
RELATES TO: KRS 324.160
Section 1. No real estate broker shall induce any party to a contract or
sale or lease to break such contract for the purpose of substituting in
lieu thereof a new contract with another principal.

201 KAR 11:115. Auction obligations
RELATES TO: KRS 324.160
Section 1. Any real estate broker who advertises real property at
absolute auction is obligated to the public to sell said property to the
highest bona fide bidder on the day of the auction.

201 KAR 11:121. Improper conduct

RELATES TO: KRS 324.010(3), 324.160(4), (f), (I), (m), (0), (w), (v),

©). ()

Section 1. The following shall be improper for any licensed agent:

(1) To accept or agree to accept, without written disclosure to the seller
and buyer or lessor or lessee on the purchase or lease contract, a
referral fee from any person in return for directing a client or
customer to that person, or another, who provides or agrees to
provide any goods, service, insurance or financing related to a
transaction involving real estate. This provision shall not affect
paying or receiving referral fees between licensed agents for
brokerage services.

(2) It shall not be improper to advertise the fee or other compensation
the licensed agent agrees to charge for his services;

(3) To refuse or prohibit any prospective purchaser from viewing or
inspecting real estate listed for sale or lease with the agent, or with
the agent's company, without the written and signed direction of the
owner. This provision shall not be construed to permit otherwise
unlawful discrimination.

(4) To fail to satisfy one (1) or more of the following fiduciary duties
owed to the licensee's client:

(@) Loyalty;

(b) Obedience to lawful instructions;
(c) Disclosure;

(d) Confidentiality;

(e) Reasonable care and diligence;
(f)  Accounting.

(5) To advertise guaranteed sales plan without required disclosure of:
(@) Whether a fee is charged for participation;

(b) Whether the real estate shall meet qualifications for
participation;
(c) Whether the purchase price under a guarantee of purchase of

the owner's real estate shall be determined by the licensee or a

third party; and

(d) Whether the owner of the real estate shall purchase other real
estate listed for sale by the licensee or his designee.

1. In print advertising, that the disclosure shall be in letters at
least twenty five (25) percent the size of the largest letters
in the advertisement; and

2. In radio advertising, that the disclosure shall be verbal and
clearly understandable; and

3. In television advertising, that the disclosure shall:

a. Be verbal and clearly understandable; or
b. Be written and appearing on the screen at least three (3)
seconds for the first line of lettering and one (1) second
for each additional line of lettering and in letters:
(i) Which are eighteen (18) video scan lines in size
for letters which are all upper case; or



(if) Which are twenty four (24) video scan lines in
size for upper case capitals when upper case
capitals and lower case letters are used.

(6) To violate a statute or administrative regulation governing
brokers, sales associates, or real estate transactions.

(7) To serve in the dual capacity of a real estate licensee and loan
originator, if the real estate licensee, while acting in that capacity:
(a) Fails to disclose this dual role in writing and fails to indicate

in that disclosure that the licensee will receive additional

payment for the loan origination activities;

(b) Fails to contact the Department of Financial Institutions to
register and pay the one (1) time fee for engaging in loan
origination, if the licensee is engaged in loan origination as a
part of his or her real estate activities to assist his or her real
estate clients in obtaining financing; or

(c) Receives payment but fails to perform the requirement in
subparagraph one of this paragraph, plus at least five (5) of
the remaining thirteen (13) specific activities listed below:

1. Taking information from the borrower and filling out
the application;

2. Analyzing the prospective borrower’s income and debt
and pre-qualifying the prospective borrower to
determine the maximum mortgage that the prospective
borrower can afford;

3. Educating the prospective borrower in the home buying
and financing process, advising the borrower about the
different types of loan products available, and
demonstrating how closing costs and monthly payments
could vary under each product;

4. Collecting financial information (tax returns, bank
statements) and other related documents that are part of
the application process;

5. Initiating or ordering a verification of employment and
verifications of deposit;

6. Initiating or ordering a request for mortgage and other
loan verifications;

7. Initiating or ordering appraisals;

8. Initiating or ordering an inspection or engineering
reports;

9. Providing disclosures; (truth in lending, good faith
estimate, others) to the borrower;

10. Assisting the borrower in understanding and clearing
credit problems;

11. Maintaining regular contact with the borrower, realtors,
lender, between application and closing to apprise them
of the status of the application and gather any additional
information as needed;

12. Ordering legal documents;

13. Determining whether the property was located in a
flood zone or ordering such service; and

14. Participating in the loan closing;

(d) Requests or receives compensation that is not commensurate
with the actual work performed; or

(e) Requests or receives compensation for work that is not
actually performed by him or her.

This underlined section has been deemed unconstitutional

(8) A broker licensed in Kentucky to aid, abet, or otherwise assist
any individual who is not actively licensed in Kentucky in the
practice of brokering real estate in this state. This prohibition
shall include a Kentucky broker assisting any unlicensed
individual with the listing, selling, leasing or managing of any
Kentucky property or assisting an unlicensed individual in
representing any buyer or lessee seeking property in Kentucky.
An_unlicensed individual shall include an individual who may
be affiliated with a national franchise and may have a license in
another state but who does not have an active Kentucky license
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201 KAR 11:135. Standards for filing a sworn statement
RELATES TO: KRS 324.045, 324.046(3), 324.160(4)(a), (v)
Section 1. Any affiant found to have misrepresented facts in any sworn
statement shall be subject to disciplinary proceedings by the commission
and the commission may seek a criminal indictment for perjury.

201 KAR 11:145. Salesman’s duties when terminating
affiliation with broker
RELATES TO: KRS 324.010(14), 324.160(4)(9), (v), 324.310
Section 1. Unless there is a written contract stipulating otherwise, a real
estate salesman shall, upon termination of his affiliation with a real estate
broker, immediately turn over to the broker any and all listing
information obtained during his affiliation whether the information was
originally given to him by his broker or copied from the records of the
broker or acquired by the salesman during his affiliation.

201 KAR 11:147. Procedure for license retention when
sales associate released by broker

RELATES TO: KRS 324.010(15), 324.160(4)(u), 324.310, 324.330

Section 1.

(1) Upon receipt, by regular mail, from the principal broker, of the
released license for a sales associate pursuant to KRS 324.310(1),
the commission shall notify the sales associate by regular mail at
his or her last resident address on file at the commission office
that, within thirty (30) days of the date of the release letter, the
associate shall:

(a) Reaffiliate with another broker; or
(b) Request by letter that his or her license be placed in escrow.

(2) Failure by the sales associate to comply with the order issued by
the commission pursuant to subsection (1) of this section shall:
(@ Beaviolation of KRS 324.160(4)(u); and
(b) Result in the cancellation of the associate’s license.

201 KAR 11:170. Private school and course approval
RELATES TO: KRS 324.010(7), 324.046(1), (2)
Section 1.
(1) To apply for certification as an approved real estate school or to

renew certification, a real estate school shall submit a:

(@) Completed Application for an Approved Real Estate School,
including the information required concerning curriculum,
instructors, required textbooks, educational materials and
policies of the school;

(b) Copy of the Certificate of Approval from the Kentucky State
Board for Proprietary Education or Kentucky Department of
Education, if applicable;

(c) Sample schedule to outline how a course will be presented,;

(d) Completed detailed course outline broken into four (4) hour
increments to include teaching methods, learning objectives
for the course, auxiliary aids and materials for each course,
which shall include:

1. A Real Estate Instructor Application and any additional
documents required to explain a response on the
application for each instructor who will teach this
course, as required by 201 KAR 11:175; and

2. A copy of the written material, other than the textbook
or real estate license law manual, which the instructor
will use in the classroom;

(e) Sample copy of a school brochure or information sheet
promoting the school;

(f) Copy of legal documentation required to support an answer,
if applicable;

(9) A sample copy of an official transcript that will be issued by
the school.

(h) A copy of contract or agreement signed by the student which
outlines the class schedule, assignments or projects,
examination requirements, grading system, and attendance
requirements; and



1. Other documents as outlined in Section 2 of this
administrative regulation.

(2) An approved real estate school shall include a statement in the
school application that a criminal conviction may prevent an
applicant from qualifying for licensure under KRS 324.045.
Failure to do so may result in suspension ~ of an approved
school's certification until the information is included in the
application.

(3) An approved real estate school shall notify the commission
within ten (10) days of a material change  in the information
originally furnished on the application or in an attachment to the
application.

(4) A renewal application shall be submitted by October 1 of each
even numbered year. The approval shall be for a two (2) year
period, beginning November 1.

Section 2.

(1) The curriculum for a course at an approved real estate school
shall:

(@) Include a minimum of:

1. Three (3) academic hours per course; or

2. Fifteen (15) hours for a course related to the appraisal
of property;

(b) Be conducted for a maximum of no more than seven (7)
academic hours during a twenty-four (24) hour period;

(c) 1. Consist of a course containing the topics listed in the
Topics Prescribed by the Real Estate Commission.

2. A real estate course shall be one which is designated
specifically as a real estate course by an approved or
accredited real estate school which offers the course.

3. The academic content for the course shall specifically
focus on real estate.

4. The course shall be for academic credit and not a
continuing education unit, examination preparation or
review, experiential education, or competency testing.

5. A candidate shall not submit completion of the same

course or essentially the same course twice for

licensure credit;

Include a closed-book monitored final examination of

at least:

a.  Seventy-five (75) multiple choice questions for a
three (3) academic hour course; or

b. 100 multiple choice questions for a six (6)
academic hour course.

2. The passing score shall be seventy-five (75) percent in
order to pass the course.

3. Examination questions shall cover all aspects of
material covered in the course, including applicable
license laws and administrative regulations.

4. One (1) retake of the examination shall be permitted,;
and

(e) Include in all real estate prelicense courses, a practicum or
project applicable to the topic, that shall be completed with

a passing score and averaged with the final examination

and other components or assignments required in the

course, as part of the student’s final grade.

(2) The application for course approval shall include a copy of the
final examination and answer key, an explanation and copies of
the project or practicum that shall be required of students, when
that assignment shall be due, and how the final grade for the
course shall be calculated.

(3) (& All primary and secondary providers offering online
prelicense or other distance education courses shall be
certified by the Association of Real Estate License Law
Officials (ARELLO) or the International Distance
Education Certification Center (IDECC) as to format and
delivery systems of the program.

(b) The commission shall review the content to ensure that it
meets the requirements outlined in this administrative

regulation and in 201 KAR 11:240.

@ 1.
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4)

(@) The application and all required attachments shall be
submitted to the commission for consideration at its next
regularly-scheduled meeting.

(b) The provider shall be notified in writing of the
commission’s approval or denial of the course for academic
credit.

Section 3. Each real estate prelicense course completed at an out-of-
state accredited institution, for which credit may be granted under this
section shall be approved or rejected under the following procedure:

)

A course description from the school catalog, course syllabus,
table of contents from text used in the course, or other summary of
the course shall be provided to the commission by the applicant;

(2) The commission education director shall review the material

©)

(4)

®)

(6)
U]

®)

©)

submitted by the applicant and recommend the commission either

grant or reject credit under this section at the commission’s regular

monthly meeting;

The commission education director shall record:

(&) The name of the course;

(b) Whether approval was granted or rejected; and

(c) The date of approval or rejection.

If a course has been previously approved by the commission under

this section or if a course is substantially similar to a previously-

approved course, the commission education director shall be
authorized to determine course approval,

In determining whether a course is substantially similar to a

previously-approved course, one (1) or more of the following

items shall be considered:

(2) The table of contents from text used in the course;

(b) The course syllabus;

(c) Course description from the school catalog; or

(d) Other summary of the course.

The commission’s education director shall notify an applicant if a

course is rejected for credit under this section;

(@) If an applicant disagrees with the education director’s
decision under this section, he or she shall, within ten (10)
days from the date of the education director’s notification of
rejection, file with the commission a written request for a
commission review of its education director’s decision.

(b) The request shall specifically indicate the applicant’s
disagreement.

(c) Failure to indicate disagreement within the ten (10) day
period shall constitute waiver by the applicant and the
education director’s decision shall become final;

(a) In addition to the indication to the education director of
disagreement with his or her decision, the applicant shall
provide a written summary to the education director detailing
why credit under this section is merited.

(b) The commission education director shall forward this
summary to the commission along with his or her response to
the commission for a final decision at the commission’s
regular monthly meeting.

(c) Failure to provide within ten (10) days a specific summary
detailing why credit is merited under this section shall
constitute waiver by the applicant and the education
director’s decision shall become final at that point;

(a) If the applicant indicates disagreement with the education
director’s decision within ten (10) days of notification and
provides a written summary detailing the disagreement within
ten (10) days of notification, the commission shall consider
the submissions from the applicant and the education director
and reject or approve the course for credit under this section.

(b) The commission shall notify the applicant of its decision in
writing.

Section 4. An approved real estate course school shall not:

()
@

Advertise in conjunction with the business of a broker or a
brokerage firm; or

Discuss, induce, or promote affiliation with a broker or brokerage
firm.

Section 5.



(1) An approved real estate school shall maintain accurate and
permanent records on each student enrolled in a course.

(@) A permanent record shall include each student's record of
courses completed or attempted, academic hours awarded,
and final grades.

(b) A Certificate of Completion shall be:

1. Included in the permanent records of each student; and
2. Mailed to each student upon completion of a course.

(2) Records shall:

(a) Be maintained for three (3) years; and

(b) Include student attendance records, final grade, and test
Scores.

(3) An approved real estate school shall notify the commission, in
writing, within five (5) days of the beginning of a prelicense
course. Notice shall include the name of course, class location
scheduled dates and times the class will be offered.

(4) Schools and instructors shall take appropriate steps to maintain
the confidentiality of the final examinations at all times. These
steps shall include:

(a) Maintaining examinations and answer keys in a secure
place accessible only to the school administrator and the
instructor;

(b) Prohibiting students from retaining copies of the final
examination and answer sheets; and

(c) Monitoring students at all times when examinations are
being conducted.

Section 6.

(1) An approved real estate school shall permit an inspection and
monitoring by the commission or its designee to evaluate an
aspect of the administration or operation of the school or to
evaluate the performance of the instructor.

(2) Monitoring may include a periodic mailing by the commission
to students seeking an evaluation of his or her prelicense course
and instructor.

Section 7. Private school approval shall be withdrawn if the

commission determines that:

(1) Information contained on the application or renewal is
inaccurate or misleading; or

(2) The establishment or conduct of the school is not in compliance
with this administrative regulation or the instruction is so
deficient as to impair the value of the course. If a school has
been given notice of a deficiency under this section, the
commission shall give the school an opportunity to correct the
deficiency within thirty (30) days. If the deficiency has been
corrected, the commission may, after reviewing the steps taken
to correct the problem, recertify the school or course.

(3) The school is not certified by the Kentucky State Board for
Proprietary Education.

Section 8. An effort made directly or indirectly by a school, official

or employee, or a person on their behalf to reconstruct the real estate

licensing examination or portion of the examination shall result in
immediate revocation of school approval.

Section 9. Incorporation by Reference.

(1) The following material is incorporated by reference:

(@) "Application for Certification of Approved Real Estate
School”, 09/07 edition, Kentucky Real Estate Commission;

(b) "Course Outline", 09/07 edition, Kentucky Real Estate
Commission;

(c) "Certificate of Completion”, 09/07 edition, Kentucky Real
Estate Commission;

(d) "Topics Prescribed by the Real Estate Commission”, 2007
edition, Kentucky Real Estate Commission; and

(e) "Real Estate Instructor Application”, 09/07 edition,
Kentucky Real Estate Commission.

(2) This material may be inspected, copied, or obtained, subject to
applicable copyright law, at the Kentucky Real Estate
Commission, 10200 Linn Station Road, Suite 201, Louisville,
Kentucky 40223, Monday through Friday, 8 a.m. to 4:30 p.m.
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201 KAR 11:175. Instructor approval procedures and

guidelines

RELATES TO: KRS 324.010(1)(g), 324.046(1), (2)

Section 1. To apply for certification as an instructor at an approved real

estate school, an instructor shall:

(1) Submit a:

(@) Completed Real Estate Instructor Application;

(b) Copy of a current resume;

(c) Copy of legal documentation required to support an answer,
if applicable; and

(d) Completed course outline for each course;

(2) Have:

(8) A bachelor’s, masters or doctorate degree from a college or
university duly accredited by a nationally recognized rating
or accrediting organization, in a field directly related to the
nature of the course, such as real estate, business, law,
finance, or education;

(b) An associate degree in real estate from a college or university
duly accredited by a nationally recognized rating or
accrediting organization;

(c) Completed five (5) consecutive years full-time experience in
the real estate related subject area that he is teaching
(averaging at least twenty (20) hours per week for each of the
five (5) years); or

(d) A combination of teaching, education, and full-time
experience in real estate totaling five (5) years (averaging at
least twenty (20) hours per week for each year of
experience); and

(3) Possess:

(@ A thorough familiarity of the provisions of KRS Chapter 324
and the effect of those provisions on the subject area of the
course; and

(b) A thorough knowledge of the subject area of the course he is
teaching.

Section 2. Approval of an instructor shall be withdrawn by the

commission for:

(1) A violation of a provision of KRS Chapter 324 or an
administrative regulation promulgated under it;

(2) Falsification of material submitted to the commission to become
an approved instructor;

(3) Failure to provide to the commission requested material;

(4) While acting as an instructor in an educational facility, engaging
in brokerage activity with an enrolled student;

(5) Soliciting an investment from a student; or

(6) Attempting to recruit a student to a real estate company while
acting as an instructor.

Section 3.

(1) An approved instructor shall teach:

(@) A prelicensure course offered by an:

1. Approved real estate school; or

2. Accredited real estate school which receives funding
under the real estate education, research and recovery
fund; or

(b) A mandatory continuing education course.

(2) A person who is not an approved instructor shall not teach a
course listed in subsection (1) of this section.

Section 4. Incorporation by Reference.

(1) The following material is incorporated by reference:

(a) "Real Estate Instructor Application”, 11/97 edition, Kentucky
Real Estate Commission; and

(b) "Course Outline", 11/97 edition, Kentucky Real Estate
Commission.

(2) This material may be inspected, copied, or obtained at the
Kentucky Real Estate Commission, 10200 Linn Station Road,
Suite 201, Louisville, Kentucky 40223, Monday through Friday, 8
a.m. to 4:30 p.m.



201 KAR 11:180. Promotion of out-of-state property,

restrictions and prerequisites

RELATES TO: KRS 324.020(6), 324.142

Section 1. Definitions.

(1) “Promotional activities” means every solicitation or attempt to
bring about the sale, exchange, lease, assignment, license or
award with regard to an interest in real estate.

(@) A time-share estate, wherein a freehold estate or an estate
for years is conveyed;

(b) A vacation lease, wherein a buyer purchases the right to
occupy a specific accommodation for a specified time
period over a specified number of years;

(c) A vacation license or club membership, wherein a buyer
acquires the right to occupy an undesignated unit at certain
real property(ies) during a specific time each year for a
specific number of years;

(d) Variations of the above that result in the acquisition of the
right to use real property for a limited period of time in
recurring intervals for a number of years.

(2) “Time-share” means an arrangement under which one may
acquire, for a period of time, the right to use and occupy
property, for a recurring block of time. A time-share may be:

(@) A time-share estate, wherein a freehold estate or an estate
for years is conveyed;

(b) A vacation lease, wherein the buyer purchases the right to
occupy a specific accommodation for a specified time
period over a specified number of years;

(c) A vacation license or club membership, wherein a buyer
acquires the right to occupy an undesignated unit at a
certain real property(ies) during a specific time each year
for a specific number of years; or

(d) Variations of the above that result in the acquisition of the
right to use real property for a limited period of time in
recurring intervals for a number of years.

Section 2.

To obtain commission approval for engaging in promotional

activities in the Commonwealth for property located outside of the

Commonwealth, each applicant shall file with the commission the

applicable documents set forth below:

(1) “Registration of out-of-state properties and time share” form
setting forth pertinent date pertaining to: legal description of
property, name(s) of developers, owners and persons involved in
promotional activities, type of offering, form of ownership of
property, encumbrance(s) on property, current and anticipated
improvements, taxes and assessments, facilities and services
offered or to be offered in the future, and description of
promotional activities to be conducted in Kentucky.

(2) (@ If a corporation, submits a copy of the Articles of
Incorporation with all amendments thereto and a current list
of the names and addresses of officers and directors with
their principal occupation at the current time,

(b) Out-of-state corporations must also submit "certificate of
authority" issued by the office of the Secretary of State of
the Commonwealth of Kentucky.

(3) If a partnership or association, submits a copy of Articles of
Partnership or other organizational documents.

(4) “Consent to Service of Process” form.

(5) Copies of all sales contracts, agreements, option forms, lease
forms, and the prospectus currently used for the property.

(6) “Consent to Inspect” form, for commission to inspect the real
estate being promoted and to inspect and copy books and reports
of the owner and/or developer at the cost of the applicant.

Section 3. Exemptions. The registration required under Section 2 of

this administrative regulation shall not apply to:

(1) The making of any offer or disposition of any out-of-state
property:

(&) By an owner in asingle or isolated transaction;

(b) By any government or government agency; or
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(c) By court order.

(2) Any applicant that has been granted an exemption by the
Kentucky Real Estate Commission on the grounds that their
promotional activities involve property of a small amount or of
such a limited character that the public interest and protection of
purchasers is deemed unnecessary with regard to said offerings.

(3) Any applicant who has registered under the Federal Interstate
Land Sales Full Disclosure Act shall be exempt from the
registration requirements contained in Section 2 of this
administrative regulation, upon the filing with the commission of a
copy of an effective statement of record filed with the Secretary of
Housing and Urban Development.

Section 4. Sellers of time-share plans in Kentucky regardless of

location of property shall verify, on the “Affidavit of Timeshare

Developer” form:

(1) That each purchaser shall receive a fully completed copy of any
contracts pertaining to the sale which includes the date of
execution of contract, financial obligations of purchaser (including
initial purchase price and any additional charges to which
purchaser may be subject), estimated date of availability of
accommodation or facility which is not completed at time of
contract, and a description of the nature and duration of the time-
share being sold.

(2) That each purchaser shall be informed orally at the time he or she
signs a contract of the purchaser's right to rescission, which shall
be substantially similar to that set forth in subsection (3) of this
section.

(3) That all sales contracts utilized in the promotion and sale of said
time-share plans shall include in underlined, bold face type of a
minimum size of ten (10) points substantially the following
statement:

"You may cancel this contract without any penalty or obligation
within three (3) business days from the above date. If you cancel,
any payments made by you under the contract and any negotiable
instrument executed by you will be returned within ten (10)
business days following receipt by the seller of your cancellation
notice, and any security interest arising out of the transaction will
be cancelled.

If you decide to cancel this contract, you must notify the seller in
writing of your intent to cancel. Your notice of cancellation shall
be effective upon the date sent and shall be sent to:

Name of seller at:

Address of seller:

NO PURCHASER SHOULD RELY UPON REPRESENTA-
TIONS OTHER THAN THOSE INCLUDED IN THIS
CONTRACT."

(4) That if no interest in real property is being conveyed, contracts
shall also contain the following statements in underlined, bold face
type of a minimum size of ten (10) points: "You may also cancel
this contract at any time after the accommodations or facilities are
no longer available as provided in this contract.”

Section 5.

(1) Violation of any of the requirements of this administrative
regulation or failure to comply with the provision of the notice of
cancellation by a licensee shall constitute a violation of KRS
324.160(4)(u) of this administrative regulation.

(2) Pursuant to KRS 324.142, commission approval is required for a
licensee to promote out-of-state property and time-shares, even if
exempted from other registration requirements under Section 3 of
this administrative regulation. Violation of any of the
requirements of this administrative regulation or failure to comply
with the provision of the notice of cancellation by an
owner/developer shall result in either revocation or denial of
approval, whichever is applicable, and may be enforced by
injunctive action under KRS 324.020(6).

Section 6. Incorporation by Reference.



(1) The following material is incorporated by reference:

(a) “Registration of Out-0f-State Properties and Time Shares”
(1985);

(b) “Consent to Service of Process” (1985);

(c) “Consent to Inspect” (1985); and

(d) “Affidavit of Timeshare Developer” (1985).

(2) This material may be inspected, copied, or obtained, subject to
applicable copyright law, at the Kentucky Real Estate
Commission, 10200 Linn Station Road, Suite 201, Louisville,
Kentucky 40223, Monday — Friday, 8 a.m. to 4:30 p.m.

201 KAR 11:190. Rules of practice and procedure

before the Kentucky Real Estate Commission

RELATES TO: KRS 324.150, 324.151, 324.160, 324.170, 324.200,

324.281(5)

Section 1. Complaint Review and Investigation.

(1) An aggrieved party shall file a Sworn Statement of Complaint
against a licensed real estate sales associate or broker. The
complaint shall:

(@) Allege a prima facie case of specific violation of KRS
324.160 in accordance with KRS 324.151;

(b) State the basis of the complaint fully and concisely,
including the name of the broker or principal broker;

(c) Be notarized by a notary public;

(d) Include a completed damages claimed form, with a copy of
each receipt, estimate, or other evidence of damages
attached to the report; and

(e) Be filed within two (2) years from:

1. Actual knowledge of the cause of action; or
2. The time circumstances would reasonably have put the
aggrieved party on notice of the cause of action.

(2) If the commission staff review determines the Sworn Statement
of Complaint does not allege a prima facie case of a specific
violation of KRS 324.160, the aggrieved party shall file a Sworn
Supplement to Complaint in accordance with KRS 324.151.

(3) A respondent shall file a Sworn Answer to Complaint if a
complaint is filed against him in accordance with the
requirements of KRS 324.151(3). The answer shall:

(a) Identify the respondent;

(b) State his responses to the complaint;

(c) Be notarized by a notary public; and

(d) Include a copy of the following documents:

1. Listing contract;

2. Purchase contract;

3. Seller's disclosure form;

4. Agency disclosure form; and
5. Settlement statement.

(4) Upon completion of an investigation following the submission
of a complaint and answer, the commission shall:

(@ 1. Dismiss the case without an administrative hearing if
the facts or evidence do not indicate a prima facie case
for a violation of KRS Chapter 324; or

2. Schedule an administrative hearing pursuant to KRS
Chapter 13B, 324.151, and 324.170; and

(b) Notify the complainant and respondent of its decision in
writing. The notification shall include a brief statement
explaining the commission's reasons for the decision.

Section 2. Motions.

(1) A request for the commission or a hearing officer to take or
refrain from taking an action shall be made by an oral or written
motion.

(2) A motion shall state the basis for the motion, including a citation
to or description of the legal authority in support of the
requested action, if applicable.

(3) A party shall be given an opportunity to respond to a motion.

Section 3. Withdrawal of a Complaint. A complainant may withdraw

a complaint if:

21

(1) (@ An answer has not been filed in accordance with KRS
324.151; and
(b) The withdrawal is made within twenty (20) days of the date
the complaint was filed; or

(2) (&) There is good cause for the withdrawal; and
(b) The commission approves the withdrawal.

Section 4. Consolidation and Severance.

(1) A hearing officer may consolidate cases assigned to his docket
upon a finding by the hearing officer that:

(@) There are:
1. Common questions of law or fact; or
2. ldentical issues or witnesses; and

(b) Consolidation is appropriate.

(2) A hearing officer may sever consolidated cases or claims in an
administrative action upon a finding that the requirements for
consolidation established in subsection (1) of this section are not
met.

Section 5. Incorporation by Reference.

(1) The following material is incorporated by reference:

(@) "Sworn Statement of Complaint” 3/01 edition, Kentucky Real
Estate Commission;

(b) "Sworn Answer to Complaint”, 7/98 edition, Kentucky Real
Estate Commission; and

(c) "Sworn Supplement to Complaint”, 10/00 edition, Kentucky
Real Estate Commission.

(2) This material may be inspected, copied, or obtained, subject to
applicable copyright law, at the Kentucky Real Estate
Commission, 10200 Linn Station Road, Suite 201, Louisville,
Kentucky 40223, Monday through Friday, 8 a.m. to 4:30 p.m.

201 KAR 11:210. Licensing, education, and testing
requirements

RELATES TO: KRS 324.010, 324.040, 324.045(1), (2), (3), 324.046

Section 1. In lieu of proof of high school graduation or a GED diploma,

an applicant may submit an official transcript from a United States

institution, or from an institution outside of the United States as indicated
in Section 2 of this administrative regulation, which indicates completion

of a degree program at a post secondary institution, or a transcript from a

United States institution, or from an institution outside of the United

States as indicated in Section 2 of this administrative regulation, which

indicates successful completion of twenty-eight (28) academic semester

hours or equivalent from a post secondary institution.

Section 2.

(1) If an applicant submits documentation qualifying education in a
language other than English, the diploma or transcript shall be
translated by a disinterested third party.

(2) The entity shall provide:

(a) atranslation of the documents; and
(b) a certification stating that the translation is true, accurate, and
complete.

(3) The applicant shall provide a letter to the commission indicating
that the curriculum of the proffered education is equivalent to a
high school diploma or GED. The comparison shall be made by:
(a) International Education Research Foundation, www.ierf.org;
(b) International Education Evaluations, www.iee1981.com; or
(c) World Education Services, www.wes.org/fees/evaltypes.asp.

(4) If the applicant is unable to comply with the requirements of this
section, the applicant shall furnish proof of the receipt of a GED
granted by an agency or institution with the United States.

Section 3. An official transcript is a document imprinted with the

institution's seal, signed by the registrar, and sent directly from the

institution to the commission.

Section 4. An applicant who successfully passes the real estate

examination shall apply for a license within sixty (60) days after the

examination. A candidate who fails to apply for a license within this
period shall be reexamined.



http://www.ierf.org/
http://www.iee1981.com/
http://www.wes.org/fees/evaltypes.asp

201 KAR 11:220. Errors and omissions insurance
requirements

RELATES TO: KRS 324.010, KRS 324.395

Section 1.

(1) An insurance company providing real estate errors and
omissions insurance for real estate licensees must provide a
signed certification to the insured licensee which shall confirm
that the obligations of the insurance company meets the
minimum requirements set forth in this administrative
regulation\

(2) A licensee who chooses to be insured by other than the group
insurance policy obtained by the Commission shall file the
private carrier certification of coverage with his or her license
renewal application in accordance with KRS 324.395(6). This
certification shall be available on the Commission’s Web site,
www.krec.ky.gov, and shall be included in the yearly renewal
package mailed to all principal brokers.

Section 2. The insurance for which the certification has been

executed shall not be terminated, cancelled, lapsed, or nonrenewed

unless the insurance company has provided the Commission with
prior written notice.

Section 3. The minimum requirements for the coverage contained in

the insurance policy for which the certification has been executed

shall provide that:

(1) Coverage shall be that known as real estate agents errors and
omissions insurance or real estate agents professional liability
insurance.

(2) The limit of liability shall be no less than $100,000 for any one
(1) claim nor less than $1,000,000 annual aggregate limit of
liability, including the cost of investigation and defense. A
principal broker who decides to purchase independent errors and
omissions “firm coverage” insurance shall have the following
aggregate amounts:

(@ One (1) — forty (40) licensees shall carry a $1,000,000
annual aggregate;
(b) Forty-one (41+) licensees shall carry a $2,000,000

annual aggregate.

(3) The maximum deductibles, which may be separate deductibles,
shall not exceed $2,500 for judgment or settlement and $1,000
for the cost of investigation and defense.

(4) Coverage shall apply for any covered claim resulting from a
licensed activity that occurred subsequent to April 1, 1987
unless such claim had been made against the licensee before the
present insurance policy's inception or is insured by a previous
insurance policy.

Section 4. Except as provided in Section 5 of this administrative

regulation, coverage may not exclude claims brought against the

insureds arising out of an act or failure to act by the insured licensee
when performing a professional service for which a license is

required by the Commonwealth of Kentucky under KRS 324.010.

Section 5. Coverage may exclude claims brought against the

insureds, regardless of whether the professional service involves an

activity for which a license is required by the Commonwealth of

Kentucky:

(1) Arising out of a dishonest, fraudulent, criminal or malicious act,
error, or omission, if committed by, at the direction of, or with
the knowledge of the insured,;

(2) Arising as a result of the insolvency of the insured;

(3) Brought about or contributed to by any inability or failure to pay
or collect premium, escrow or tax money;

(4) Brought about by any employee or former employee arising out
of the contract of employment with the insured and alleging
breach thereof;

(5) Arising out of any injury or damage which the insured either
expected or intended;

(6) For bodily injury, sickness, disease or death of any person or
physical injury to or destruction of or loss of use of tangible

property;
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(7) Arising out of libel, slander, defamation of character, false arrest
or imprisonment, wrongful entry or eviction or other invasion of
the right of private occupancy, or publications or utterances in
violation of an individual's right of privacy, or malicious
prosecution;

(8) Arising out of services performed by the insured which are subject
to the Employee Retirement Income Security Act of 1974 as
amended;

(9) Arising out of any violation of the Securities Act of 1933 as
amended or the Securities Exchange Act of 1934 as amended or
any state blue sky or securities law or similar state or federal
statutes;

(10) Arising out of the conversion, misappropriation, commingling, or
defalcation of funds or other property;

(11) Brought against a real estate property manager for failure to effect
or maintain adequate levels or types of insurance;

(12) Arising out of unlawful discrimination;

(13) Arising out of liability assumed by the insured under any
indemnity, hold harmless or similar provisions or agreements, but
this exclusion does not apply to liability the insured would have in
the absence of such agreements;

(14) Arising out of the insured's business and brought by or on behalf
of an investor, shareholder or partner in any corporation, limited
or general partnership, real estate trust or venture in which the
insured has, or had, a participating interest, directly or indirectly,
in the profits or losses thereof, or in connection with the insured's
activities as an underwriter, sponsor, partner, joint or coventurer or
member in any real estate partnership, venture or syndicate;

(15) Arising out of, relating to or based upon the dispersal, discharge,
escape, release or saturation of smoke, vapors, soot, fumes, acids,
alkalis, toxic chemicals, liquids, gases or other material, irritant,
contaminant or pollutants. Pollutants shall include any solid,
liquid, gaseous, thermal, biological or radioactive substance,
material, matter, toxin, irritant or contaminant, including radon,
asbestos, chemicals and waste. Waste shall include materials to be
recycled, reconditioned, or reclaimed.

(16) That are excluded by the Nuclear Energy Liability Exclusion
Endorsement (broad form) filed by the Insurance Services Office,
Inc. with the Kentucky Department of Insurance and identified as
form #IL 00 21 11 85.

(17) Arising from the sale or property management of property
developed, constructed or owned by the insured, or by any firm or
corporation in which the insured has a financial interest, or by any
firm coming under the same financial control as the insured,
except that this exclusion does not apply and coverage is extended
to claims arising from the sale of real property, provided all three
(3) of the following conditions are met:

(@) The property was acquired by the insured under a guaranteed
sale listing contract; and

(b) The title to the property was only temporarily held by the
insured during the transit period (not to exceed one (1) year)
from acquisition to resale; and

(c) The property is listed for sale during the entire transit period;
or

(18) Arising out of the interests, operations or activities of the insured
as a mortgage banker or correspondent, escrow agent, construction
manager or property developer (an insured will not be considered
engaging in the activities of an escrow agent merely because the
insured holds earnest money deposits, rental deposits, or similar
items).

201 KAR 11:230. Continuing education requirements
RELATES TO: KRS 324.010(7), (8), 324.046(5), 324.085(1), (2),
324.090, 324.160(1)(c), 324.160(4)(u), 324.281(7)

Section 1. Mandatory Continuing Education.

(1) An active licensee, licensed by the commission on or after June
19, 1976, shall meet the requirements of KRS 324.085(1) by
attending and successfully completing six (6) hours of continuing
education courses that are sponsored or approved by the


http://www.krec.ky.gov/
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commission by December 31 of each calendar year. An active
license shall receive continuing education credit for any
approved course taken, if he or she files with the commission a
certificate of completion for each course for which credit is
sought by December 31 of each calendar year. These courses
may be taken in one (1) to six (6) hour increments. An active
license shall not be renewed unless the licensee has complied
with the provisions of this administrative regulation.

An active licensee shall attend a commission-approved core

course once every four (4) years. The core course shall:

(a) Satisfy the licensee's mandatory continuing education
requirement for the year in which the course is taken; and

(b) Be a six (6) hour comprehensive review of the
requirements of KRS Chapter 324, 201 KAR Chapter 11,
common and federal law relating to real estate, and the
standards of practice for a real estate licensee.

When a licensee is first licensed in Kentucky, his or her year of

compliance shall be assigned by the commission based upon the

following schedule:

(a) Ifthe licensee's birth month is January, February, or March,
the licensee shall take the core course in the first year of a
four (4) year cycle.

(b) If the licensee's birth month is April, May, or June, the
licensee shall take the core course in the second year of a
four (4) year cycle.

(c) If the licensee's birth month is July, August, or September,
the licensee shall take the core course in the third year of a
four (4) year cycle.

(d) If the licensee's birth month is October, November, or
December, the licensee shall take the core course in the
fourth year of a four (4) year cycle.

Continuing education hours exceeding the amount required shall
not be carried forward to the next year's requirements or used to
reactivate a license in the next calendar year.
Hours of instruction in prelicense real estate education courses,
unless it is the licensee’s year to complete the core course, shall
be credited to the mandatory continuing education requirements
for the calendar year in which it is taken and completed. The
licensee shall submit a transcript or course completion certificate
for the prelicense course in order to receive credit toward the
continuing education requirements for that calendar year.

Section 2. Exemptions from the Mandatory Continuing Education
Requirement.
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The provisions of this administrative regulation shall not apply
to any person licensed by the Commission prior to June 19,
1976.

A licensee shall not be required to attend a continuing education

course during the first calendar year in which he or she is first

licensed in Kentucky.

(@) An escrowed licensee shall not be required to attend
continuing education courses while the license remains in
escrow.

(b) Before a license is changed from escrow to active status, a
licensee shall provide the commission with documentation
of the completion of the current calendar year's continuing
education requirements.

(c) If the licensee has not completed the core course in the
previous four (4) years as required, the core course shall
become the current calendar year's continuing education
requirement for a license changing from escrow to active.

Section 3. Continuing Education Course Criteria.

)
@

One (1) hour of continuing education shall be allowed for each
fifty (50) minutes of actual attendance.
To receive approval, courses shall:
(a) Bein hourly increments from one (1) to six (6) hours
(b) Be real estate specific
(c) Consist of topics that shall:
1. Enable the student to better understand the brokerage
business; and
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2. Serve the public.
A course that is motivational or considered to be personal
development in nature shall not be approved.
All course approvals shall expire on December 31 of each
calendar year.
All primary or secondary providers wishing to offer online or
other distance education courses, as outlined 201 KAR 11:240,
shall be certified by the Association of Real Estate License Law
Officials (ARELLO) or the International Distance Education
Certification Center (IDECC) as to format and delivery systems of
the program. The commission shall review the content to ensure
that it meets the requirements outlined in 201 KAR 11:240.

Section 4. Continuing Education Course Provider Requirements.
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An education course shall be sponsored by:

(@ An accredited institution;

(b) A school that has been given a certificate of approval by the
Kentucky State Board of Proprietary Education;

(c) An appropriate governmental regulatory body; or

(d) An approved real estate school as defined
324.010(7)(b).

To apply for approval of a continuing education course, a provider

shall submit a:

(@) Completed Continuing Education Provider Application,
which shall:

1. Include a completed Course Outline form, broken into
fifteen (15) minute increments, to include learning
objectives for the course, teaching methods, auxiliary
aids, materials, and the policies of the provider; and

2. Be signed by the sponsor's administrator to indicate
compliance with applicable law and the requirements of
this administrative regulation;

(b) Copy of the Certificate of Approval from the Kentucky State
Board for Proprietary Education, or the Kentucky
Department of Education, unless the provider is an accredited
college or university; or an approved real estate school as
defined in KRS 324.010(7).

(c) Completed Real Estate Instructor Application for each
instructor who will teach the course, as required by 201 KAR
11:175; and

(d) Copy of all advertising or brochures advertising the
continuing education course.

The course provider shall agree that all instructors shall abide by

the Generally Accepted Principles of Education as adopted by the

Real Estate Educators Association and the commission as the

standard for classroom performance and comply with the KREC

Guidelines for Classroom Management.

The commission education director shall submit the information to

the commission for approval or rejection of the course at their

regularly scheduled meeting.

A course and instructor that have been previously approved within

the calendar year may be conducted by another provider, upon the

submission of a short form application and approval by the
commission staff.

A provider shall:

(@) At least thirty (30) days prior to the scheduling of a
continuing education course, submit to the commission a
completed Continuing Education Schedule that identifies the
course provider, course title and number, instructor, date,
time, and location of each class;

(b) Give to each attendee listed on the roster a completed
Continuing Education Completion Certificate;

(c) Within ten (10) days of a continuing education course, submit
to the commission:

1. A completed Continuing Education Attendance Roster,
which shall include the full legal name, residence
address, and other identifying information required by
the commission, in alphabetical order;

2. Continuing Education Course Evaluation completed by
each attendee listed on the roster; and

in KRS



3. Acompleted CE Course Evaluation Transmittal Form;

(d) Permit monitoring of the courses and inspection of the
records by the commission; and

(e) Make the course available to all licensed agents, subject
only to space limitations.

(7) The providers’ approval to conduct continuing education
courses may be withdrawn by the commission for:

(a) A violation of the classroom management guidelines;

(b) Falsification of attendance information submitted to the
commission;

(c) Allowing an instructor to solicit business or sell materials
to students in the classroom;

(d) Failure to provide the commission the required materials in
accordance with this administrative regulation; or;

(e) Conducting courses that were not approved prior to being
offered.

Section 5. Instructor Requirements.

(1) A course instructor shall:

(a) Have adequate education, knowledge and experience in the
topic to be presented;

(b) Have prior teaching experience; and

(c) Be an "approved instructor" under the requirements
established in 201 KAR 11:175.

(2) A licensee who teaches an approved continuing education
course shall be entitled to credit on a hour-for-hour basis. To
obtain continuing education credit, the instructor's name shall be
added to the attendance roster for the course. However, the
instructor shall not receive credit more than once in a calendar
year for teaching a specific course.

(3) An instructor of an approved real estate course shall receive
credit toward his or her continuing education requirements. The
instructor’s supervisor shall provide the commission with a
written notice requesting teaching credit, to include the
instructor’s name, name of course, dates the course was
conducted and be signed by the approved school or institution’s
authorized representative.

Section 6. Out-Of-State Continuing Education Requirements.

A licensee who attends continuing education in another state may

receive approval for continuing education courses completed in

another state provided:

(1) The regulatory jurisdiction where the continuing education
course is held accepts courses held in Kentucky for continuing
education credit in the jurisdiction;

(2) The real estate regulatory agency of the state where the course is
held approved the course for real estate continuing education
credit;

(3) The course shall be taken and completed during the calendar
year for which continuing education credit is sought in
Kentucky;

(4) The course enables the licensee to better understand the real
estate brokerage business and meets the content criteria
prescribed by the commission;

(5) The licensee submits proof of completion of the out-of-state
course to the Kentucky Real Estate Commission through a
Course Completion Certificate issued by the provider, and an
Out-of-State Continuing Education Compliance Form. The
documentation shall provide the:

(@) Name and residence address of the licensee seeking
continuing education credit and other identifying
information as required by the commission;

(b) Name and date of the course for which credit is sought;

(c) Course number if one exists;

(d) Number of hours completed for which credit is sought;

(e) Continuing education provider’s name;

(f) A signature from a representative of the continuing
education provider documenting the licensee’s course
attendance.

(9) Regulatory jurisdiction where the course is approved for
continuing education credit; and
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(h) An outline of the course for which continuing education
credit is sought if the outline is specifically requested by the
commission.

The completion documentation certificate and other forms shall be

provided to the commission for review within fourteen (14) days

of the licensee’s receipt of the certificate from the approved
education provider.

If after review of the materials submitted, the commission

determines the course does not merit continuing education credit,

the commission may deny continuing education credit for the
course. The commission shall notify the licensee of this denial and

a brief explanation of the reasons for denial.

Section 7. Compliance and Delinquency.
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The time requirements established in this administrative regulation

may be extended by the commission if:

(a) A true hardship or other good cause clearly warrants relief;
and

(b) The request for extension and any required documentation, is
received in writing on or before February 15 of the calendar
year immediately following the year in which continuing
education requirements were not fulfilled.

If a licensee fails to comply with the provisions of this

administrative regulation, the executive director or his

representative shall notify the licensee as soon as practical on or
after January 15 of the next calendar year of the failure to comply.

If the licensee fulfilled the continuing education requirements in

the previous year, proof of completion shall be forwarded to the

commission on or before February 15.

A license shall not be cancelled for non-fulfillment of the

continuing education requirements if the licensee takes one of the

following steps by February 15:

(a) Places his license in escrow; or

(b) Agrees in writing to a delinquency plan, which includes
completion of the delinquent continuing education
requirements for the previous calendar year on or before June
15; and

(c) Submits a $500 fine which shall be assessed against each
licensee who fails to complete the continuing education
requirements outlined in KRS 324.085(1) by the end of the
calendar year.

A licensee who places his license in escrow under the provisions

of this section shall not reactivate his license unless he has:

(a) First completed the core course or the current year's
mandatory continuing education requirements as outlined in
Section 2(2) of this regulation; and

(b) Paid the fees required by KRS 324.287 and under this
administrative regulation.

A licensee who fails to place his license in escrow or file the

delinquency plan on or before February 15 immediately following

the year in which continuing education requirements were not
fulfilled, shall have his license cancelled as of that date and shall
not be eligible to renew.

If a licensee fails to complete the requirements of the delinquency

plan:

(@) The commission shall notify the licensee of the deficiency on
or after July 1;

(b) The deficiency notice shall advise that the licensee may
request a hearing for the commission to consider whether the
license should be suspended for noncompliance with the
delinquency plan;

(c) Failure to request a hearing shall result in a default order of
suspension; and

(d) Any suspension ordered by the commission for
noncompliance with the continuing education delinquency
plan shall be for a period of six months.

If the commission suspends the license as a result of a default

order or after hearing, the licensee shall not be allowed to activate

his license unless, within ninety (90) days of the expiration of the
suspension, the licensee;



®)

(a) First completes the current year’s continuing education
requirements;

(b) Submits the required documents to reinstate the license;
and

(c) Pays all necessary renewal and transfer fees as required by
KRS 324.287.

If the licensee does not reinstate the license within ninety (90)

days following the completion of the suspension period, the

license shall be cancelled and the licensee shall meet the

requirements for initial licensure, including retaking the

examination.

Section 8. Records Maintenance.

()

Each continuing education provider shall maintain the following

records in a file for two (2) years following the end of each

calendar year:

(@ A copy of the roster submitted to the commission of
licensees attending the course;

(b) A copy of the Course Evaluation Transmittal form;

(c) The sign in sheet or registration list used by the provider to
track attendance; and

(d) Any other documentation regarding student attendance.

(2) Records containing licensee information shall be destroyed by the

provider.

Section 9. Incorporation by Reference.
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The following material is incorporated by reference:

(@) "Continuing Education Provider Application”, 09/07
edition;

(b) "Course Outline", 09/07 edition;

(c) "Real Estate Instructor Application”, 09/07 edition;

(d) "Continuing Education Schedule", 09/07 edition;

(e) "Continuing Education Attendance Roster", 09/07 edition;

(f) "CE Course Evaluation Transmittal Form", 09/07 edition;

(g) "Continuing Education Course Evaluation", 09/07 edition;

(h) "Kentucky Continuing Education Completion Certificate",
09/07 edition;

(i) "Continuing Education Short Form Application”, 09/07
edition;

(i) "KREC Guidelines for Classroom Management”, 09/07
edition;

(K) "Generally Accepted Principles of Education”, as adopted
by the Real Estate Educators Association and the Kentucky
Real Estate Commission, 09/07 edition;

(I) "Kentucky Core Course Provider Application”, 09/07
edition;

(m) "Kentucky Real Estate Commission Out-of-State
Continuing Education Compliance Form™, 09/07 edition.

This material may be inspected, copied, or obtained, subject to

applicable copyright law, at the Kentucky Real Estate

Commission, 10200 Linn Station Road, Suite 201, Louisville,

Kentucky 40223, Monday through Friday, 8 a.m. to 4:30 p.m.

201 KAR 11:240. Distance education requirements

RELATES TO: KRS 324.046(5), 324.085(1), (2), 324.281(7)
Section 1. Definitions.

)

@

®

"Continuing education course" means a program of at least three
(3) fifty-(50) minute hours taken primarily to satisfy license
renewal requirements for individuals holding a sales associate’s
license or a broker’s license.

"Distance education course” means a continuing education
course or a pre-license course that is taught in a setting where
the teacher and the student are in separate locations and that uses
instructional methods that include internet-based training,
computer-based training (CBT), satellite transmission or
teleconferencing.

"Prelicense course" means a course that satisfies an education
requirement to obtain a real estate sales associate’s or broker’s
license, generally consisting of forty-eight (48) fifty (50) minute
hours or more.
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Section 2. Distance Education Approval Process Course Requirements.

(1) (@) The design and format of all continuing education and
prelicense courses offered through means of distance
education shall be certified by the Association of Real Estate

License Law Officials (ARELLO) or the International

Distance Education Certification Center (IDECC).

(b) Continuing education and prelicense courses conducted for
academic credit in an accredited college or university via
interactive television shall be exempt from this requirement,
but shall satisfy the requirements established in Section 5 of
this administrative regulation.

(2) Any secondary provider, who obtains an ARELLO or IDECC
certified course from a primary provider or course developer, shall
obtain the certification as a secondary provider before the course
may be offered to Kentucky licensees.

(3) A course shall be offered only in the delivery format in which it
was certified. Components of the course may not be added,
deleted or altered by the provider in order to fulfill different
licensing requirements for a particular jurisdiction.

(4) (@ An instructor for a distance education course shall be

approved by the commission pursuant to the requirements set

outin 201 KAR 11:175.

(b) Each course shall have an approved instructor available to
answer questions from students.

(c) The individual applying for approval as an instructor shall
complete the course before submitting the application to the
commission for its approval.

(5) (a) If the ARELLO or IDECC certification is discontinued for
any reason, the provider shall immediately notify the
commission.

(b) Approval of the course shall be suspended pending
recertification.

(c) If the certification for a primary provider is discontinued for
any reason, any approved secondary provider’s approval shall
also be suspended pending recertification of the primary
provider.

(6) (a) The commission shall require approval of the course content
as established in 201 KAR 11:170 and 201 KAR 11:230.

(b) The content of the course shall be in a topic specifically
related to real estate.

(c) License law or regulations from other states and general skills
computer classes shall not satisfy this course-content
requirement.

(7) (@ The provider shall be approved by the commission and meet
all other requirements for education as outlined in the KRS
Chapter 324 and its administrative regulations.

(b) A course shall be open to all licensees.

Section 3. Distance Education Course Requirements.

(1) A distance education course shall provide mastery of the material
and be developed in accordance with the following guidelines:

(a) The material shall be divided into learning units, modules, or
chapters;

(b) Each wunit shall contain learning objectives that are
comprehensive enough to ensure that the course will likely be
mastered by the student upon completion of the material;

(c) The course shall provide a structured learning method
designed to enable students to attain each objective;

(d) The course shall provide a means to assess the student’s
performance on a regular basis during each unit of instruction
and before proceeding to the next unit;

() 1. The course shall provide a method for tracking the

length of time a student spends on the course.

2. Astudent shall not be able to bypass the course
materials and advance directly to the end-of-module
quizzes or exercises that are included to assess the
student’s performance;

(f) Security shall be provided to ensure that the student receiving
credit is the one who actually completes the course;



©)

(h)

0]

@

1. For a continuing education course, the student shall
pass a final exam that shall be included as the last
module of the course, in order to receive credit.

2. One (1) retake of the final examination shall be
allowed.

3. Each course shall have an item bank from which the
final examination questions shall be pulled.

4. The bank shall contain multiple choice items and have
thirty (30) percent more questions than required on the
final examination, so that retake exams will have some
unigue new questions.

5. The final examination shall have a minimum of:

a. Twenty-five (25) questions for a three (3) hour
course;

b.  Thirty (30) questions for a four (4) hour course;
and

c.  Fifty (50) questions for a six (6) hour course;

1. A prelicense distance education course shall contain a
monitored final examination arranged for the student
by the instructor for the course.

2. The final examination shall cover both the content

area covered by the course and the applicable real estate

laws and regulations which apply to those content
areas.

3. Each course shall have an item bank from which the
final examination questions shall be pulled.

4. The bank shall contain multiple choice items and have
thirty (30) percent more questions than required on the
final examination, so that retake exams will have some
unique new questions.

5. A forty-eight (48) hour course shall contain a
minimum of:

a. Seventy-five (75) items; and
b. A ninety-six (96) hour course shall contain at
least 100 questions.

6. One (1) retake exam shall be allowed;

1. A prelicense final examination shall be monitored by

the approved instructor for the course or another

individual designated by the instructor who is not a relative
or a business associate of the student.

2. The monitor may be:

a.  Acertified librarian;

b. A public school administrator;

¢.  College professor; or

d.  Other approved real estate instructor who may be
associated with the school that offers the course.

3. The monitor shall sign a statement that he or she is not
affiliated with the student in any way.

4. The monitor shall:

a.  Verify that the person taking the examination is
the person registered for the course;

b.  Observe the student taking the exam;

c.  Assure that the student does not use aids of any
kind;

d. Assure that a calculator is nonprogrammable;

e.  Assure that any time limitations on the final
examination are not exceeded,;

f.  Certify to the provider that all requirements for
the final examination have been met; and

g. Submit to the provider, a signed and notarized
statement to that effect;

1. Each student shall complete an affidavit which
certifies that he or she has personally completed all
components of the course and the final exam with no
assistance from persons other than the instructor.

2. The certification shall include the date of completion
and the student’s signature, which may be provided
electronically.
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3. Credit may be denied and disciplinary action taken if it
is determined that a licensee received assistance on a
distance education course or the final exam.

(2) (a) To obtain credit for a distance education course, a licensee

(b)

shall complete the course within the time frame allotted by
the school for prelicense courses or within the calendar year
for continuing education, unless the licensee is completing
the course to comply with a continuing education
delinquency plan as outlined in 201 KAR 11:230, or to
comply with an order of the commission.

Completion date for all courses shall be the date the student
completes the final examination with a passing score of at
least seventy-five (75) percent.

Section 4. Distance Education Provider Requirements.
(1) @ A provider shall submit the appropriate application for

@)

©)

4)

®)

(6)

(b)

(©

approval and a copy of the ARELLO or IDECC certification

form and summary sheet.

The application shall include:

1. A complete copy of the program on the medium that is
to be used;

2. All hardware or software required to review the
material;

3. Alink to the internet site;

4. A copy of the final examination question bank and key
for each course; and

5. A copy of any student materials.

The application and other required documents shall be

submitted at least forty-five (45) days prior to the

commission’s meeting date, to allow adequate time for

review.

The provider shall have reasonable oversight of a student’s work
in order to ensure that the student completing the work is the one
who is enrolled in the course.

@

(b)

(©
@

(b)

The provider shall ensure that approved instructors are
available to assist students who have questions regarding:

1. The technology used in the delivery;

2. The course content; or

3. The completion requirements.

The provider shall ensure that the approved instructor has
knowledge of both the content and the technology required to
complete the program.

A student shall not be required to call more than one person
to obtain answers to questions about the course.

The provider shall include a complete description of the
hardware and software or other technology required by the
student in order to complete the course.

The provider shall include an explanation of the safeguards
against loss of data resulting from inadvertent hardware or
software failure.

The provider shall include a detailed explanation of how the
course measures, documents and records the student completion of
the material, and any activities or exercises required to achieve
mastery of the material.

@

The provider shall obtain an evaluation from each student on
forms developed by and available from ARELLO or IDECC,
whichever is applicable.

(b) An evaluation may be submitted to the provider electronically

©

and a copy of each form shall be returned along with the
attendance roster and other documents required by the
commission for continuing education courses.

Attendance rosters for each approved continuing education
course shall be submitted on a semi-monthly basis and shall
include:

1. Provider’s name;
2. Course name
commission;

3. Total enroliment for the month;
4. Licensee’s full legal name;

5. Residence address;

and number assigned by the



6. ldentifying information; and
7. The date of completion for each student, so that
compliance with various deadlines can be verified.

(d) A completion certificate shall be issued to the student upon
completion of the course and the final exam.

(7) (@ For a prelicensure course, a provider shall issue a

completion certificate to the student. The document shall

contain:

The provider’s name;

Course name;

Number of hours earned;

Beginning and completion date for the course;

Student’s full legal name; and

. Residence address.

(b) This document shall be submitted with the student’s license
application.

Section 5. Interactive Television Requirements.

(1) A course offered for academic credit via interactive television in
an accredited college or university shall not be subject to the
ARELLO or IDECC certification requirement, if the following
criteria are met:

(@ There shall be two (2) way audio and video connections
between the instructor and the student;

(b) College personnel shall be stationed at each remote site to
handle technology problems that may arise and to monitor
attendance of students during the class;

(c) The program shall be one that has been properly approved
by the college accrediting body as fulfilling the
requirements for academic credit; and

(d) Documentation shall be supplied to the commission along
with the application for approval which outlines the
compliance with this criteria.

(e) The course or program shall be ARELLO or IDECC
certified, if any of the requirements in paragraphs (a)
through (d) are not met.

Section 6. Incorporation by Reference.

(1) "Distance Education Information Sheet", 09/07 edition,
Kentucky Real Estate Commission, is incorporated by reference.

(2) This material may be inspected, copied, or obtained, subject to
applicable copyright law, at the Kentucky Real Estate
Commission, 10200 Linn Station Road, Suite 201, Louisville,
Kentucky 40223, Monday through Friday, 8 a.m. to 4:30 p.m.
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201 KAR 11:245. Property management procedures
and guidelines
RELATES TO: KRS 324.160(4)(f), (h)
Section 1.
(1) A licensee shall not engage in property management without a
current written property management agreement.
(2) A property management agreement shall contain:

(@ The business name and address of the licensed agent's
company;

(b) The name and address of the owner;

(c) The address of the real estate being managed and the number
of units;

(d) The date when the agreement begins and ends, and a
provision stating whether the owner agrees or not to
automatic annual renewal;

(e) A provision stating the method for early termination;

(f) The amount of, or the method for computing the amount of
compensation to the licensee;

(g) The amount of or the method of determining the minimum
security deposit to be collected from tenants for each unit
managed;

(h) The name and address of the bank where the licensee's
escrow account is kept where the security deposit will be
held together with the account number. This information
shall also be contained in the lease;
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(i) A provision which is in accord with KRS 383.580 setting forth
the procedures governing returning or retaining the security
deposit. This provision shall also be contained in the lease;

(i) A provision setting forth the conditions under which the
licensee is authorized to pay expenses related to the real estate
being managed;

(k) A statement setting forth the date when the licensee shall send
the owner an accounting of the transactions related to the real
estate being managed,;

() A copy of the form of the lease document which the licensee
shall have the tenant sign shall be attached to the agreement;

(m) A provision whereby the owner certifies that he has received a
duplicate copy of the agreement and the attached lease form;
and

(n) The signature and date of signature of the owner and the
licensee.

Section 2.

(1) An owner ledger, in electronic or written form, shall be maintained
for each owner of real estate being managed.

(2) A tenant ledger, in electronic or written form, shall be maintained
for each tenant renting real estate being managed.

(3) (a) Areceiptshall be given for money received.

(b) Money received shall be deposited into an escrow or
management account of the licensee without unreasonable
delay. Licensees who have an ownership in the real estate
being managed shall comply with the requirements of KRS
383.580.

(c) The amount of money received shall be entered into the owner
and tenant ledgers, by unit.

(4) Expenses paid by an agent shall be documented by invoice or
receipt, by unit. Documentation shall be retained with a licensee's
records.

(5) Adjustments to a security deposit shall be made in accordance with
KRS 383.580. Adjustments shall also be entered on the owner and
tenant ledgers, by unit.

(6) A licensee shall send a monthly accounting to an owner of
transactions:

(@) Related to the real estate being managed, by unit; and

(b) Entered on the owner and tenant ledgers, by unit.

(7) Within sixty (60) days of the termination of a management
agreement, a licensee shall send the owner a final accounting. The
final accounting shall contain transactions that occurred after the last
monthly accounting.

(8) A licensee who owns the real estate being managed shall:

(@ Comply with the accounting requirements relating to receipt,
deposit and adjustment of tenant security deposits; and

(b) Be exempt from the other accounting requirement specified in
this administrative regulation.

Section 3. A broker shall retain property management agreements, leases,

monthly statements, owner and tenant ledgers, and bank statements

relating to property management for five (5) years.

Section 4. A tenant security deposit shall be deposited and maintained in

an escrow account in compliance with KRS 324.111. A licensee who has

an ownership in the real estate being managed shall comply with the

requirements of KRS 383.580.

201 KAR 11:250. Listing and purchase contracts and
other agreements entered into by licensees; provisions
required
RELATES TO: KRS 324.160(4)(v), (W), 324.281(5)

Section 1. Listing contracts shall include the:

(1) Listing price of the property, unless the sale is to be by auction;

(2) Date and time of the signing of the listing contract for all parties who
sign;

(3) Date and time of expiration of the listing contract;

(4) Fee or compensation agreed upon;

(5) Street, address or location of the real estate listed for sale;

(6) Signatures of all owners;



(7) Special directions of the owner concerning limitations on
showings and sub agency restrictions; and

(8) Date and time for initialing of all changes on the contract.

Section 2. An offer to purchase or a counteroffer prepared by or at the

direction of a licensed agent shall include the:

(1) Purchase price, the amount of contract deposit given and who is to
hold the deposit;

(2) Date and time of signing of the offer or counteroffer for all parties
who sign;

(3) Date and time when the offer or counteroffer expires;

(4) Street, address or a general description of the real estate sufficient
to identify the parcel;

(5) Names of the offering party and the agent who prepared the offer
or counteroffer; and

(6) Provision setting forth the date by which the closing shall occur

Section 4. Contracts to contain financing provisions. All contracts

providing for the purchase of property shall specifically set forth:

(1) The manner in which the purchase shall be financed; and

(2) The amount of any encumbrance and whether same is to be
underwritten by the seller or a commercial institution or otherwise.

Section 5. Any agreement for compensation from a licensee to his or her

client or customer shall be in writing. If a licensee fails to comply with

the requirement in this section, the licensee’s conduct shall be considered

improper and in violation of KRS 324.160(4)(V).

201 KAR 11:300. Use of facsimile transmissions
RELATES TO: KRS 324.281(5), 324.282

Section 1.
(1) A licensee may use facsimile (FAX) devices to transmit and

and when possession shall be given to the buyer. receive documents according to the provisions of this

Section 3. administrative regulation.

(1) If a licensee presents an offer to purchase real estate for which (2) A copy of a document transmitted by FAX device shall be
an executory contract to sell the property is already in existence, immediately mailed by regular mail, postage prepaid and properly
the offer shall indicate in writing that the offer is contingent addressed, to the person to whom the FAX transmission is
upon the nonperformance of the existing executory contract by transmitted.
inserting the following provision in the offer: “This offer is (3) A document received by FAX device shall be immediately
submitted as a back-up offer, which means the property is reproduced on nonthermographic paper and placed in the
subject to a previously-accepted offer which has priority over licensee's file as required under 201 KAR 11:062.
this offer."” Section 2. If a licensee complies with Section 1 of this administrative

(2) The provision required in subsection (1) of this section shall be: regulation, the time of delivery of a document transmitted by FAX
(@) Inserted by the licensee who prepares the offer to purchase, if device, and a document required to be submitted under 201 KAR

he is aware of the existing contract; and 11:045, shall be the time of transmission by FAX device.
(b) Made by the listing licensee as a counteroffer.

201 KAR 11:350. SELLER’S DISCLOSURE OF PROPERTY CONDITIONS FORM

RELATES TO: KRS 324.360

Section 1. The “Seller Disclosure of Property Condition” form established in Section 2 of this administrative regulation shall be completed and signed as
required by KRS 324.360 by a seller of residential real estate.

Section 2. “The Seller Disclosure of Property Condition” form shall be in the following format:

SELLER DISCLOSURE OF PROPERTY CONDITION

The information in this form is based upon the undersigned’s observation and knowledge about the property during the period beginning
on the date of his or her purchase of it on:
and ending on

(date of purchase)
PROPERTY ADDRESS:

This form applies to sales and purchases of residential real estate. This form is not required for:

(date of this form)

1. Residential purchases of new homes if a warranty is offered;
2. Sales of real estate at auction; or
3. Acourt supervised foreclosure.

PURPOSE OF STATEMENT: Completion of this form shall satisfy the requirements of KRS 324.360 which mandates the seller's
disclosure of information about the property he is about to sell. This disclosure is based solely on the seller's observation and knowledge
of the property's condition and the improvements thereon. This statement shall not be a warranty by the seller or seller's agent and shall
not be intended as a substitute for an inspection or warranty the purchaser may wish to obtain. This is a statement of the conditions and
information concerning the property known by the seller. Unless otherwise advised, the seller does not possess any expertise in
construction, architectural, engineering, or any other specific areas related to the construction or condition of the improvements on the
property. Other than having lived at or owning the property, the seller possesses no greater knowledge than that which could be
obtained upon a careful inspection of the property by the potential buyer. Unless otherwise advised, the seller has not conducted any
inspection of generally-inaccessible areas such as the foundation or roof. It is not a warranty of any kind by the seller or by any agent
representing any seller in this transaction. It is not a substitute for any inspections. Purchaser is encouraged to obtain his or her own
professional inspections.

INSTRUCTIONS TO THE SELLER: (1) Complete all numbered items. (2) Report all known conditions affecting the property. (3)
Attach additional pages, if necessary, with your signature and the date and time of signing. (4) Complete this form yourself or sign the
authorization at the end of this form to authorize the licensee to complete this form on your behalf in accordance with KRS 324.360(9).
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(5) If some items do not apply to your property, write "not applicable." (6) If you do not know the answer to a question, write
"unknown."
SELLER'S DISCLOSURE: As seller, I/we disclose the following information regarding the property. This information is true and
accurate to the best of my/our knowledge as of the date signed. Seller authorizes the agent to provide a copy of this statement to a
person or entity in connection with actual or anticipated sale of the property or as otherwise provided by law. The following are not the
representations of the agent.
Please answer all questions. If the answer is yes, please explain. If additional space is needed, use the reverse side or make attachments.

1.

HOUSE SYSTEMS

Any past or current problems affecting:

(8) PIUMDING ..o e

(b) EleCtrical SYStEM ... ..o i
(C) APPIHANCES. ..ttt ittt
(d) Floors and WallS............oiiriririi i e e
(&) Doors and WINAOWS ..........coouirinieiit e e
() Ceiling and attic Tans ............ouiiiiiii e

(0 ) I TSN e 1A 1 1=1 1 | E PSP
(M) SUMP PUIMD L.ttt e e e et et aeaeaaas
(i) Chimneys, fireplaces, INSETTS ... .ovever ittt ettt ettt et e e eaereanens
(J) P00, ot tubS, SAUNA ...\ttt ettt et et e eeae
(K) SPrinKIer SYSTEIM. . ...ttt e

() Heating..........covvviviiiiiiiiiiiiiiinn, AZE e
(m) Cooling/air conditioning.................... AZE
Explain:

FOUNDATION/STRUCTURE/BASEMENT

(a) Any defects or problems, current or past, to the foundation or slab? ..................

(b) Any defects or problems, current or past, to the structure or exterior veneer?........
Explain:

(c) Has the basement leaked at anytime since you have owned or lived in the property?
(d) When was the last time the basement leaked?
(e) Have you ever had any repairs done to the basement?.....................ccoeviennnn.n.
(f) If you have had repairs done to the basement relative to leaking,
when was the repair performed?
Explain:

(g) If the basement presently leaks, how often does it leak? (e.g., every time it
rains, only after an extremely heavy rain, etc.)
(h) Have you experienced, or are you aware of, any water or drainage problems with

ROOF

(@) Age of the roof ?

(b) 1. Has the roof leaked at any time since you have owned or lived in the property?
2. When was the last time the roof leaked?

(c) 1. Have you ever had any repairs done to the roof? ................ccooiiiiiiiiinnn..
2. If you have ever had the roof repaired, when was the repair performed?

2. If you have had the roof replaced, when was the replacement performed?
(e) If the roof presently leaks, how often does it leak? (e.g., every time it
rains, only after an extremely heavy rain, etc.)
(f) 1. Have you ever had roof repairs that involved placing shingles on the roof instead
of replacing the entire roof?
2. If you have ever had roof repairs that involved placing shingles on the roof
instead of replacing the entire roof, when was the repair performed?
LAND/DRAINAGE

(d) Is there a retention/detention basin, pond, lake, creek, spring, or
water shed on or adjoining this property? ...........cocoeiiviiniiiiinnniiiiinnieeane
Explain:
BOUNDARIES
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10.

(a) Have you ever had a staked or pinned survey of the property?..........................
(b) Do you know the boundaries?.............c.oviririiiiiii e
(c) Are the boundaries marked inany way?.............coooiiiiiii i
(d) Are there any encroachments or unrecorded easements relating to the property of
WhICh YOU € AWATE? .....vnt ittt ettt
Explain:

WATER
() 1. Source of water supply
2. Are you aware of below normal water supply or water pressure? ......................

(c) Has your water ever been tested? If yes, give results
Explain:
SEWER SYSTEM
(@) Property is serviced by:
1. Category 1. Public Municipal Treatment Facility;............cooooiiiiiiiiiine.
2. Category II. Private Treatment Facility;............coooiiiiiiiiiiiiiiiie
3. Category III. Subdivision Package Plant;................ccoooiiiiiiiii i
4. Category IV. Single Home Aerobic Treatment System (AKA: “Home Package Plant™)
5. Category V. Septic Tank with drain field, lagoon, wetland, or other onsite dispersal;
6. Category VI. Septic Tank with dispersal to an offsite, multi-property cluster treatment
)57 5 0
7. Category VII. No Treatment/Unknown.............ocoiiiiiiiiiiiiiiiiiiiiiieiaeenee,
(b) For properties with Category 1V, V, or VI systems:
Date of last inspection (sewer):

Date of last inspection (septic): Date last cleaned (septic):
(c) Are you aware of any problems with the SEeWer SyStem?.........cocvvvveernienieneniene e
Explain:

CONSTRUCTION/REMODELING
(&) Have there been any additions, structural modifications, or other alterations made?.........

Explain:
HOMEOWNER'S ASSOCIATION

2. If yes, what is the yearly assessment? $

(b) Are you aware of any condition which may result in an increase

Explain:

MISCELLANEOUS
(a) Was this house built before 19787 ..ot
(b) Are you aware of any use of ureaformaldehyde, asbestos materials, or

(c) 1. Are you aware of any testing for radon gas?...............cooiiiiiiiiiiiiiieenn
2. Results, if tested
(d) Are you aware of any underground storage tanks, old septic tanks,

(e) Are you aware of any present or past wood infestation (i.e. termites,

bores, carpenter ants, fungi, €1C.)7.......oiriiiii i .
(f) Are you aware of any damage due to wood infestation?....................oooeiiiiinn..
(9) 1. Have the house or other improvements ever been treated for wood infestation?

2. If yes, when, by whom, and any warranties?

(h) Are you aware of any existing or threatened legal action affecting this property?..........
(i) Are there any assessments other than property assessments that apply

(i) Are you aware of any violations of local, state, or federal laws, codes,

(k) Are you aware of any other conditions which are defective with regard



(n) Has this house ever been damaged by fire or other disaster (i.e., tornado, hail, etc.)?
If yes, please explain:
(0) Are you aware of the existence of mold or other fungi in the property?..........c.cccooeevee
(p) Has this house ever had pets iving in it? .........c.ooviiiiriiiiiiniiiiiieee e
If yes, Explain
() Isthe property in a hiStoric diStrCt?........ccooviiiiiiiieree s
SPACE FOR ADDITIONAL INFORMATION

The seller has owned this property since (date) and makes these representations only since that date. Seller
agrees to immediately notify Buyer of any changes which may become known to seller prior to closing.

Seller Date Seller Date
B R R e R S S S o S S S S e S S S R S S S S R S R R S e S R S R S S S S R S S e S e e S S R S e S S R S e S S R S e S S R S S S S S S S S S R S S S S S S S S e S S e e e
THE LICENSEE NAMED HERE ( ) HAS BEEN REQUESTED BY THE OWNER TO COMPLETE

THIS FORM AND HAS DONE SO. | HEREBY AGREE TO HOLD HARMLESS THE NAMED LICENSEE FOR ANY
REPRESENTATION THAT APPEAR ON THIS FORM IN ACCORDANCE WITH KRS 324.360(9).

Seller: Date

THE SELLER REFUSES TO COMPLETE THIS FORM AND ACKNOWLEDGES THAT THE AGENT SHALL SO INFORM THE
BUYER.

Seller: Seller:

Date: Date:

THE SELLER HAS REFUSED TO COMPLETE THIS FORM AND HAS REFUSED TO ACKNOWLEDGE HIS FAILURE TO
COMPLETE THE FORM

Broker/Agent: Date:
THE BUYER ACKNOWLEDGES RECEIPT OF THIS FORM.

Buyer Date Buyer Date

THE SELLER MAY DISCLOSE ADDITIONAL INFORMATION NOT REQUESTED OF THIS FORM AND MAY RESPOND TO

ADDITIONAL INQUIRIES OF THE BUYER.

Section 3.

(1) In addition to the information specified in Section 2 of this administrative regulation, the seller’s disclosure of property conditions form set out in
it shall also include the following additional information:

(a) The property address, which shall appear at the top of each page of the form; and
(b) The initials of all parties who sign the form, including the date and time for the initialing, all of which shall appear at the bottom of each page
of the form.

(2) If the property that is the subject of the seller disclosure of property form is listed, the listing agent shall solicit the initials of all property owners-
sellers and the date and time for the initialing at the time he or she executes any listing agreement or similar agreement by which a licensee intends
to market the property.

(3) If the property that is the subject of the seller disclosure of property condition form is not listed, any licensee involved in the transaction shall
solicit:

(&) The initials of all property owners-sellers and the date and time for the initialing; and
(b) The initials of all prospective buyers and the date and time for initialing.

201 KAR 11:400. Agency disclosure requirements licensee’s services related to a mutually-contemplated real estate

RELATES TO: KRS 324.160(4)(e), (n) transaction.

Section 1. Definitions. (5) "Delivery" means delivery of an item to a party or prospective party

(1) "Business relationship" means any arrangement whereby a by:
licensee and a party have or had a mutual financial ongoing (a) Mail,
interest in any company, corporation, or other income-producing (b) Facsimile transmission,
venture, including any prior representation by the licensee for (c) Electronic mail;
the party’s purchase or sale of real estate, but does not include (d) Messenger; or
the current real estate transaction. (e) Hand.

(2) "Commercial transaction means a transaction other than the sale (6) "Family relationship” means any known familial relationship
of a single-family residential property, multifamily property between a licensee and party regardless of distance of the
containing four (4) units or less, single-family residential lot, or relationship.
agricultural property. (7) "Party" means one represented by a real estate licensee;

(3) "Confidential information" means information that would (8) "Personal relationship” means a platonic or nonplatonic friendship
materially compromise the negotiating position of a party or between a licensee and a party.
prospective party to a real estate transaction if disclosed to the (9) "Prospective party" means a person who:
other party. (a) Has contact with a licensee; and

(4) "Contact" means discussion or correspondence between a (b) Has not entered into a brokerage agreement with a licensee
licensee and an identified prospective party involving the relative to the contemplated transaction.
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Section 2. The provisions of this administrative regulation shall not
apply

toa:

@
@
©)

Sale of real estate at auction;
Property management of real estate; or
Commercial transaction.

Section 3. Prospective Party Information.

)]

@

©)

4)

®)

A licensee shall complete either the "Consumer Guide To

Agency Relationships (For Companies That Allow Only Dual

Agency {No Designated Agency} - Model Policy)" or the

"Consumer Guide To Agency Relationships (For Companies

That Allow Designated Agency & Dual Agency - Model

Policy)", whichever is applicable, and deliver it to the

appropriate prospective party prior to:

(@) Receiving confidential information from a prospective
party relative to a mutually-contemplated real estate
transaction;

(b) Entering a representation agreement or submitting an offer
to, or on behalf of, a prospective party; and

(c) The conclusion of the second contact between the licensee
and a prospective party.

The commission’s Consumer Guide to Agency Relationships

Model Policies and the Agency Disclosure Statements shall

provide:

(d) Relationships available between the
prospective party in Kentucky;

(b) The specific relationship proposed between the licensee
and prospective party;

(c) The name of the licensee completing the form, the name of
the principal broker of the licensee, and the name of the
licensee’s real estate company;

(d) The name of the prospective party; and

(e) The signature and date of signing by the prospective party.

(@ The commission’s "Consumer Guide to Agency
Relationships" model policies may be revised by a broker

to include the broker’s company-specific information,

including logos, and any other revisions which shall
constitute a change or changes in the form of either or both
model policies.

(b) Model policies that have been properly revised by a broker
may be completed and delivered by the broker to a
prospective party as substitutes for the commission-
required model policies, to satisfy the requirements set out
in Section 3 of this administrative regulation.

(c) A licensee shall solicit the signature of a consumer on the
appropriate consumer guide as an acknowledgement by the
consumer of his or her receipt of it and as evidence of the
licensee’s compliance with this provision.

(@ An "Agency Disclosure Statement" that has been
developed by the broker or sales associate shall be
submitted to the commission for its prior approval.

(b) The general counsel of the commission shall:

1. Review the form;

2. Make a recommendation to the commission that the
form be approved or disapproved; and

3. Inform the broker or sales associate of the commission's
decision.

The agency disclosure statements shall be given to the consumer

and signed at the time a buyer is making an offer and at the time

a seller is reviewing that offer.

(@ A licensee shall complete Section | of the Agency
Disclosure Statement if the real estate transaction involves
agents from two (2) different companies. In such
transactions, the licensee shall provide on the appropriate
lines the licensee’s name and the name of the real estate
brokerage company along with the name of the principal
broker for that company. The licensee shall then present the
appropriate Agency Disclosure Statement to the buyer or
seller, whichever applies, for that person’s signed consent,

licensee and
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(b)

(©

which shall be provided in the "Consent" section, appearing

at the bottom of the Agency Disclosure Statement.

A licensee shall complete Section 1l of the Agency

Disclosure Statement if the real estate transaction involves

two (2) agents in the same real estate brokerage company. In

such transactions, the licensee shall designate whether the
transaction involves designated agency or dual agency by
checking the appropriate box.

1. If the real estate transaction involves designated agency,
the licensee shall complete Section Il, providing on the
appropriate line the name of the agent representing the
buyer and the name of the agent representing the seller.
The licensee shall also provide on the appropriate line
the name of the real estate brokerage company whose
principal broker and manager or managers shall be the
dual agents in the designated-agency transaction. The
licensee shall then present the appropriate Agency
Disclosure Statement to the buyer and seller for their
signatures, which shall be provided in the "Consent"
section, appearing at the bottom of the Agency
Disclosure Statement.

2. If the real estate transaction involves dual agency, the
licensee shall complete Section IlI, providing on the
appropriate line the name of both agents involved in the
transaction. If an agent has any business, family, or
personal relationship with the other party, then the agent
shall explain the nature of the relationship or
relationships in the space provided for that information.
The licensee shall then present the appropriate Agency
Disclosure Statement to the buyer and seller for their
signatures, which shall be provided in the "Consent"
section, appearing at the bottom of the Agency
Disclosure Statement.

If the real estate transaction involves only one (1) agent, the

licensee shall complete Section Ill, providing on the

appropriate lines the licensee’s name and the name of the real
estate brokerage company involved in the transaction.

1. If the agent will be representing both the buyer and the
seller in the transaction, the licensee shall acknowledge
that by marking the first box in Section Ill, which states
that the agent will be a dual agent. If the agent has any
business, family, or personal relationship with either the
buyer or seller in the transaction, then the agent shall
explain the nature of the relationship or relationships in
the space provided at the end of the information
presented for the first box in Section Ill. The licensee
shall then present the appropriate Agency Disclosure
Statement to the buyer and seller for their signatures,
which shall be provided in the "Consent" section,
appearing at the bottom of the Agency Disclosure
Statement.

2. If the agent will be representing only one (1) of the
parties or none of the parties in the real estate
transaction, then the licensee shall acknowledge that by
marking the second box in Section 111 and only one (1)
of the boxes that follow it, identifying which party, if
any, the agent will be representing in the transaction.
The second box in Section 11 shall be checked if a real
estate transaction involves a "for sale by owner" seller,
an unrepresented buyer, or a transaction brokerage
situation. The licensee shall present the appropriate
Agency Disclosure Statement to the buyer and seller for
their signatures, which shall be provided in the
"Consent" section, appearing at the bottom of the
Agency Disclosure Statement.

Section 4. Incorporation By Reference.
(1) The following material is incorporated by reference:



O]

(@) "Consumer Guide To Agency Relationships (For
Companies That Allow Only Dual Agency - Model
Policy)", March 2006;

(b) "Consumer Guide To Agency Relationships (For
Companies That Allow Designated Agency & Dual
Agency - Model Policy)", March 2006;

(c) "Agency Disclosure Statement - Buyer", March 2006; and

(d) "Agency Disclosure Statement - Seller"”, March 2006.

This material may be inspected, copied, or obtained, subject to

applicable copyright law, at the Kentucky Real Estate

Commission, 10200 Linn Station Road, Suite 201, Louisville

Kentucky 40223, Monday through Friday, 8 a.m. to 4:30 p.m.

201 KAR 11:410. duties

Broker pursuant to

designated agency
RELATES TO: KRS 324.121, 324.160(3)
Section 1. Definitions.

()

@

"Confidential information" means information that:

(a) Is provided to a designated agent by a seller or prospective
buyer of real estate;

(b) Describes or affects the provider's negotiation, bargaining
position or motivation;

(c) Isnot required by law; and

(d) Will not constitute fraud or a dishonest dealing, if not
disclosed.

"Designated agent" means a person designated pursuant to KRS

324.121(1).

Section 2. A principal broker who appoints a designated agent shall:

()

@

@)

Require that all documents that contain confidential information

relating to a client;

(a) Be kept in an individual file maintained by the principal
broker and accessed only by the principal broker or the
designated agent appointed by the principal broker to
represent the individual; and

(b) Not be accessible to another licensee except as required by
KRS 324.160(3);

Implement a system to maintain confidential information. The

system shall:

(@) Prohibit an employee from assisting more than one (1)
designated agent in the same transaction, if the designated
agents represent different clients in that transaction;

(b) Prohibit discussions between a designated agent and client
concerning confidential information of the client within the
office unless the conversation occurs in an environment
which allows appropriate privacy;

(c) Prohibit the disclosure of confidential information by office
personnel and clerical staff; and

(d) Require notification to each client involved in a transaction,
if the principal broker becomes aware of an unauthorized or
inadvertent disclosure of confidential information relating
to that transaction;

Require a licensee to disqualify himself from being appointed as

a designated agent for a party if the agent has received

confidential information concerning the other party to the

transaction.

201 KAR 11:420. Standards for internet advertising

RELATES TO: KRS 324.117(6)
Section 1. A real estate company’s Internet home page shall include
the following information:

)

@

®

The company’s full, nonabbreviated name as recorded with the
Kentucky Real Estate Commission or the name of the real estate
company's principal broker;

A statement indicating the principal broker is a Kentucky
licensed real estate broker if the principal office location is
outside of Kentucky; and

A street address and phone number for the company's principal
office.
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Section 2. A real estate Internet real property advertisement of a
licensee, or offer or solicitation to provide brokerage services by a
licensee, related to marketing or identifying real property for sale or
lease shall include the name of the principal broker of the company
with whom the licensee is affiliated pursuant to KRS 324.010(6) and
324.010(14) or the name of the real estate company with which the
licensee’s license is held.

Section 3. A nonprincipal broker real estate licensee's Internet home
page shall include:

o)
@

®3)

4)
®)

The licensee’s name;

The principal broker with whom the licensee is affiliated or the
name of the real estate company recorded with the Kentucky Real
Estate Commission with which the licensee’s license is held;

A statement indicating the licensee holds a Kentucky license to
broker real estate if the licensee's principal business location is
outside Kentucky;

The regulatory jurisdiction of the licensee’s principal business
address; and

A street address and phone number for the licensee's principal
business location.

201 KAR 11:430. Procedure for criminal records background

check: disciplinary action against licensees for acts committed
before or during the application process

RELATES TO: KRS 324.045, 324.990, 28 CFR 16.30 to 16.33

Section 1. Prior to taking a licensure examination, an applicant shall
request a copy of the applicant's identification record.

1)

@

The applicant may request a copy of his or her identification
record from the Federal Bureau of Investigation pursuant to the
provisions of 28 CFR 16.30 to 16.33 or from any other
commission-approved criminal background-checking provider or
company furnishing identification records that are comparable to
those provided by the Federal Bureau of Investigation, as
determined by the commission.

An applicant seeking licensure through a reciprocal agreement
shall request the Federal Bureau of Investigation identification
record, or the identification record of a commission-approved
alternate provider, prior to applying for licensure with the
Kentucky Real Estate Commission.

Section 2.

()

@

®

Upon receipt of the identification record of the Federal Bureau of
Investigation, or a commission-approved alternate provider, the
applicant shall:

(a) Submit the original identification record to the Real Estate
Commission within five (5) days of the applicant’s receipt of
it if the identification record reveals:

1. Any felony conviction regardless of when the conviction
occurred; or

2. A misdemeanor conviction within the five (5) years
previous to the applicant’s receipt of the identification
record,;

(b) Submit the identification record to the Real Estate
Commission at the time of application if it does not indicate:
1. A felony conviction at any time; or
2. A misdemeanor conviction within the previous five (5)

years.

If the Real Estate Commission receives an identification record
which reveals a felony conviction, or a misdemeanor conviction
within the previous five (5) years, the Real Estate Commission
shall investigate the conviction and may, at its discretion,
investigate any charges that are revealed by the identification
record or any other evidence of dishonesty, untruthfulness, or bad
reputation of the applicant.

Following the completion of the investigation, the Real Estate

Commission shall review the investigation report and shall:

(a) Order the applicant to appear before the commission for a
hearing pursuant to KRS 324.045 and Chapter 13B; or

(b) Allow the applicant to proceed with the licensure application
without a hearing if the Real Estate Commission determines



4)

®)

(6)

U]

@

(b)

the conviction does not necessitate a hearing pursuant to

KRS 324.045.

If a hearing is ordered under subsection (3)(a) of this

section, the applicant shall appear before the Real Estate

Commission or the Real Estate Commission’s authorized

representative pursuant to KRS Chapter 13B.

The hearing shall determine whether the applicant meets

the standards of KRS 324.045 and shall consider:

1. The nature of the crime;

2. Whether the crime indicates the applicant’s
untrustworthiness or incompetence in a manner that
threatens the public interest;

3. Any evidence of honesty, truthfulness, and good
reputation of the applicant;

4. Evidence of rehabilitation by the applicant since the
crime;

5. Whether the applicant has received written
confirmation from a principal broker willing to accept
the applicant as an associate upon licensure;

6. Whether the applicant is currently under probation,
parole, or other state supervision or reporting
requirements as a condition of any criminal sentence;
and

7. Other information relevant to the applicant’s fitness to
broker real estate.

If an authorized representative conducts the hearing, the
authorized representative shall recommend to the Real Estate
Commission whether the applicant meets the standards of KRS

324.045. The Real

Estate Commission may accept the

recommendation, reject the recommendation and enter a
separate order, or remand to the representative for further
proceedings in accordance with KRS Chapter 13B.

@ 1.

(b)

(©
(d)

Following the hearing, the Real Estate Commission
shall either approve or deny the application and notify
the applicant of its decision along with a brief, written
explanation of the reasons for its decision.

2. The applicant may proceed with the licensure
application if the Real Estate Commission states in its
order that the applicant may proceed with the licensure
application.

3. The Real Estate Commission’s order shall provide an
expiration date by which the applicant shall take the
licensure examination.

4. If the Real Estate Commission denies the application,
the Real Estate Commission shall indicate in its order,
if and when, the applicant will be eligible to submit a
subsequent licensure application.

If the Real Estate Commission’s order indicates the
applicant may proceed with the licensure application, the
applicant shall submit a copy of the order to the Real Estate
Commission with the licensure application.
Failure to produce the order shall constitute grounds to
deny the licensure application.
The application of an applicant who is, at the time of filing,
under probation, parole, or other state supervision or
reporting requirements ordered by any court of the
commonwealth may be denied by the commission, at its
discretion. If the commission denies an application based
upon one or more of these grounds, the applicant may
reapply for licensure after the period of probation, parole,
or other state supervision or reporting requirements has
ended.

An issued license shall be revoked if, while an applicant, the
licensee:

@

Received an identification report indicating a felony
conviction, or a misdemeanor conviction in the previous
five (5) years and the applicant did not submit the report to
the Real Estate Commission for investigation as required
by subsection (1)(a) of this section;
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®)

(b) Failed to request the report as required by this section; or
(c) Failed to submit the identification report with the application
for licensure, as required by subsection (1)(b) of this section.

If an applicant has engaged in any unlicensed brokerage activity
within this commonwealth, the applicant shall, prior to the
issuance of any license by the commission, disgorge all fees
earned or received by him or her as a result of the unlicensed
brokerage activity.

201 KAR 11:440. Personal assistant duties

RELATES TO: KRS 324.010(4), 324.030(6)
Section 1. A nonlicensed personal assistant, office worker, or clerical
worker shall not:

@

)
@)

4)
®)
(6)
(™)

®)
(9)

Negotiate terms of a real estate transaction or real estate brokerage
agreement;

Complete offers or contracts relative to a real estate transaction;
Disclose information that is available to a real estate licensee but
is not available to the general public;

Attend a real estate closing except to assist a licensee present at
the closing;

Access information which requires membership in an industry
trade group if the supervising licensee is not a member of the
industry trade group;

Write or place advertisements without review by a licensee;
Express material opinions on any aspect of a real estate transaction
to anyone other than the supervising licensee;

Interpret real estate contractual terminology for others;

Represent to others that he has a real estate license; or

(10) Perform any activity which requires a real estate license.
Section 2. A nonlicensed personal assistant, office worker, or clerical
worker may perform the following tasks:

@)

2

©)

4)
®)

(6)
U]

Distribute literature, serve refreshments, greet guests, and procure
guest signatures on a sign-in book at an open-house, without a
supervising licensee present at the open house if:

(a) The seller or lessor provides written consent for the assistant
to serve in this capacity; and

(b) The supervising licensee directs the assistant to serve in this
capacity;

Provide the following general public information to others

pursuant to KRS 324.030(6):

(@) Whether real estate is listed with the real estate company;

(b) Whether real estate is under contract with the company;

(c) Whether a real estate transaction has closed;

(d) The listing price of the real estate;

(e) Other information about the real estate if:

1. The information is provided in writing;

2. Disclosure is approved by the supervising licensee; and

3. Disclosure does not violate the licensee’s fiduciary
duties to his client;

Appear in advertisements and have his or her name appear in

advertisements if the advertisement does not indicate or imply the

assistant has a real estate license;

Contact others to set appointments on behalf of the supervising

licensee;

Receive confidential information from a consumer relative to a

real estate transaction if the information is communicated only to

the supervising licensee;

Copy a key related to a real estate transaction at the direction of

the supervising licensee; or

Unlock real estate for any purpose relative to the real estate

transaction if:

(a) The supervising licensee receives the consent of the owner or
lessor;

(b) The assistant answers no questions about the real estate other
than as specifically allowed by this administrative regulation
or statute; and

(c) The assistant does not show the real estate to a consumer.

Section 3. Supervision of a nonlicensed personal assistant, office
worker, or clerical worker shall require:



(1) A principal broker to assign supervision duties for each assistant
to at least one (1) licensee, which may be the principal broker, of
the company;

(2) The principal broker to require all assistants working for a
licensee of the company to be informed of the requirements of
this administrative regulation and the provisions of KRS
324.030;

(3) A principal broker to establish a policy by which a supervising
licensee provides training for assistants in a manner reasonably
adequate to ensure compliance with this administrative
regulation;

(4) A supervising licensee to provide reasonable supervision of
assistants in a manner which shall ensure compliance with this
administrative regulation; and

(5) A supervising licensee to be reasonably accessible to assistants
in a manner which allows the assistant to contact and locate the
licensee concerning pending transactions.

201 KAR 11:450. Broker management course

RELATES TO: KRS 324.046(1)(a)

Section 1. An applicant for a broker’s license shall first attend a three

(3) academic credit hour brokerage management skills course as part

of his or her twelve (12) hours of broker prelicense education real

estate courses pursuant to KRS 324.046(1)(a).

Section 2. The brokerage management skills course shall:

(1) Satisfy three (3) hours of the applicant’s twelve (12) hours of
real estate courses required to become a broker;

(2) Be a three (3) academic hour comprehensive review of all the
skills necessary to run a brokerage office in accordance with:

(@ KRS Chapter 324;

(b) 201 KAR Chapter 11;

(c) Common law and federal law relating to real estate; and

(d) The standards of practice for a real estate broker pertaining
to adequate supervision of all sales associates affiliated
with the broker;

(3) Require each student successfully completing the course to
develop a sample business plan, a sample financial plan and an
office policy and procedure manual; and

(4) (a) Require each successful student to take a comprehensive,

closed-book examination consisting of at least seventy-five
(75) multiple choice questions and to pass the test with a
minimum score of seventy-five (75) percent.

(b) One (1) retake of the examination shall be permitted.

(c) The examination shall be submitted to the commission for
approval prior to use in the course.

(d) The commission shall review each proposed examination
for content to ensure that each course topic is covered and
tested.

(e) |If certain areas are lacking, the commission shall issue
recommendations as to how to improve the examination
and shall allow the school thirty (30) days to resubmit the
examination for approval.

(5) Require schools and instructors to take appropriate steps to
maintain the confidentiality of the final examinations at all
times. These steps shall include:

(&) Maintaining examinations and answer keys in a secure
place accessible only to the school administrator and the
instructor,

(b) Prohibiting students from retaining copies of the final
examination answer sheets; and

(c) Monitoring the students at all times when examinations are
being conducted.

Section 3. Instructors.

(1) An instructor teaching this course shall have at least three (3)
years of previous experience within the past five (5) years as a
Kentucky approved instructor of prelicense courses.

(2) Each instructor shall attend a commission-approved training
program specifically designed for this course prior to teaching
the course for the first time.
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(3) All approved prelicense schools shall be notified when a training
program has been scheduled, and it shall be the school’s
responsibility to notify any instructors that wish to attend the
training program.

(4) Upon completion of the training course, the instructor’s request
for approval shall be submitted to the commission for approval,
along with the course materials.

(5) The commission shall notify the provider and instructor of its
decision in writing.

(6) In order to retain approval to teach this course, an instructor shall
attend all subsequent training programs that the commission
deems necessary based upon changes in license laws and
administrative regulations.

Section 4. Course Approval.

(1) To obtain approval for the course, the school shall submit a course
syllabus which outlines the requirements for the course and other
attachments, specifically:

(a) The time period over which the course will be conducted and
a sample schedule of how course will be offered;

(b) The course description and objectives;

(c) The attendance and participation requirements;

(d) When projects shall be due;

(e) When the final examination shall be conducted;

(f) The grading scale;

(g) The textbooks being used and how material will be taught in
conjunction with completion of the projects, the final exam;

(h) The name and contact information for each instructor who
will teach the course, subject to completion of the required
instructor training program;

(i) A copy of the final examination bank and answer key; and

(i) A copy of the mandated curriculum.

(2) Course approval may be withdrawn by the commission if the
instructor fails:

(a) To follow the prescribed outline;

(b) To require the students to develop a sample business and
financial plan or a sample office policy and procedure
manual;

(c) To require the students to take and pass a comprehensive
examination and obtain a seventy-five (75) percent pass rate;
or

(d) To attend training programs required by the commission.

(3) Any school whose course approval has been withdrawn may apply
to the commission for an opportunity to be heard. The commission
shall make a decision as to reinstatement of course approval.

Section 5. Monitoring.

(1) A school shall permit monitoring by the commission or its
authorized representative.

(2) (@ A school shall submit, sample copies of projects submitted by
students and graded by the instructor as an evaluation of the
course.

(b) If the instruction or content of the projects is deficient, so as
to impair the value of the course, a notice of deficiency shall
be issued to the school.

(c) The school shall be given an opportunity to correct the
deficiency within thirty (30) days.

Section 6. Incorporation by Reference.

(1) "Brokerage Management Curriculum®,
incorporated by reference.

(2) This material may be inspected, copied, or obtained, subject to
applicable copyright law, at the Kentucky Real Estate
Commission, 10200 Linn Station Road, Suite 201, Louisville
Kentucky 40223, Monday through Friday.

09/07 edition is

201 KAR 11:460 Minimum rating requirements for
instructors
RELATES TO: KRS 324.085
Section 1. All approved continuing education instructors shall:



(1) Be approved by the Kentucky Real Estate Commission and be in
compliance with the provisions of 201 KAR 11:175.

(2) Enforce the Guidelines for Classroom Management as
developed by the Commission as part of the continuing
education program.

(3) Comply with the Generally Accepted Principles of Education
(GAPE) developed by the Real Estate Educators Association
and adopted by the Kentucky Real Estate Commission as the
standard for classroom presentation and incorporated by
reference in 201 KAR 11:450.

Section 2. Evaluation of Instructors

(1) Each continuing education provider shall distribute a continuing
education instructor evaluation form to each student and collect a
continuing education evaluation form from each student at the end
of the course.

(2) Within ten days of course conclusion, the course provider shall
deliver all continuing education instructor evaluation forms to the
commission education director.

(3) If a course provider fails to submit all forms completed by
students and provided to the course provider, the commission may
suspend the course provider’s approval.

(4) All continuing education evaluation forms shall be reviewed by
the commission.

(5) The commission education director shall review the course
approval percentage rating for each instructor;

(6) An eighty-five (85)% approval rating is required in the
categories of “instructor knowledge” and “instructor
presentation”.

(7) The comments section of the continuing education evaluation
forms will be reviewed for other remarks concerning the
instructor’s performance.

(8) After a second rating lower than eighty-five (85)%, the
commission will notify the instructor and the course provider of
the deficiency.

(9) The next class taught by the instructor shall be monitored by a
commission representative.  The commission monitor shall
submit a recommendation to the commission as to whether the
instructor should be allowed to continue to teach courses.

(10) Based on the recommendation of the monitor, the evaluation
score and the comments from the third class, a recommendation
will be made to the commission to:

(a) Take no further action;

(b) To suspend the approval of the instructor; or

(c) To place the instructor on probation pending the evaluation
and review of a future class.

(11) In the event the commission issues a probationary order the
commission shall outline the length and terms of the
probationary period as well as the date of the class to be
monitored.

(12) At the conclusion of the probationary period, the commission
education director shall recommend to the commission whether
the instructor’s approval shall continue.

(13) The commission shall consider the education director’s
recommendations and determine whether the instructor’s
approval shall continue or be removed.

(14) The commission shall notify the instructor and the school of its
decision in writing.

(15) If probation has ended satisfactorily, the instructor’s approval
shall be reinstated.

(16) If the commission determines that instructor approval shall be
suspended, the instructor shall not be allowed to teach any
commission-approved education courses unless approval is
reinstated.

(17) In any class with ten (10) or fewer participants for which the
instructor receives at least one (1) evaluation below eighty-five
(85)%, the commission shall not consider the highest and lowest
course approval percentage rating in order to ensure greater
accuracy in the rating.
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(18) The annual recertification of instructors and continuing education
courses shall include an in-depth review of the evaluations
completed by the students and those of any monitor that may have
been present for the class.

(19) (a) Any instructor who has been suspended from teaching
continuing education courses may apply for reinstatement
by:

1. Submitting an application for
commission;

2. If the deficiency is in presentation, the instructor must
attend an instructor development workshop approved by
the commission upon request;

3. If the deficiency is in the subject matter, the instructor
must attend a prescribed number of credit hours in that
subject approved by the commission upon request;

4.  Submitting proof of attendance at the required course;

5. Providing written documentation of other steps taken to
improve the instructor’s knowledge and skills; and

(b) After submission of the above documents and consideration
by the commission, the commission shall approve or deny the
instructor’s request for reinstatement in its discretion.

Section 3. Incorporation by Reference.

(1) The following material is incorporated by reference:

(a) Guidelines for Classroom Management, October 2001;
(b) Continuing Education Instructor Evaluation Form, October

2001.

(2) This material may be inspected, copied, or obtained, subject to
applicable copyright law, at the Kentucky Real Estate
Commission, 10200 Linn Station Road, Suite 201, Louisville, KY
40223, Monday through Friday, 8 a.m. to 4:30 p.m.

approval to the

371.010 Statute of frauds; Contracts to be written

(6) Upon any contract for the sale of real estate, or any lease thereof
for longer than one year;

(8) Upon any promise, agreement, or contract for any commission or
compensation for the sale or lease of any real estate or for
assisting another in the sale or lease of any real estate.

383.580 Security deposits

(1) All landlords of residential property requiring security deposits
prior to occupancy shall be required to deposit all tenant’s security
deposits in an account used only for that purpose, in any bank or
other lending institution subject to regulation by the
Commonwealth of Kentucky or any agency of the U.S.
Government. Prospective tenants shall be informed of the location
of the separate account and the account number.

(2) Prior to tendering any consideration deemed to be a security
deposit, the prospective tenant shall be presented with a
comprehensive listing of any then-existing damage to the unit
which would be the basis for a charge against the security deposit
and the estimated dollar cost of repairing such damage. The
tenant shall have the right to inspect the premises to ascertain the
accuracy of such listing prior to taking occupancy. The landlord
and the tenant shall sign the listing, which signatures shall be
conclusive evidence of the accuracy of such listing, but shall not
be construed to be conclusive to latent defects. If the tenant shall
refuse to sign such listing, he shall state specifically in writing the
items on the list to which he dissents, and shall sign such
statement of dissent.

(3) At the termination of occupancy, the landlord shall inspect the
premises and compile a comprehensive listing of any damage to
the unit which is the basis for any charge against the security
deposit and the estimated dollar cost of repairing such damage.
The tenant shall then have the right to inspect the premises to
ascertain the accuracy of such listing. The landlord and the tenant
shall sign the listing, which signatures shall be conclusive
evidence of the accuracy of such listing. If the tenant shall refuse



4)

®)

(6)

@

to sign such listing, he shall state specifically in writing the
items on the list to which he dissents, and shall sign such
statement of dissent.

No landlord shall be entitled to retain any portion of a security
deposit if the security deposit was not deposited in a separate
account as required by subsection (1) of this section and if the
initial and final damage listings required by subsections (2) and
(3) of this section are not provided.

A tenant who disputes the accuracy of the final damage listing
given pursuant to subsection (3) of this section may bring an
action in District Court. Tenant’s claim shall be limited to those
items from which the tenant specifically dissented in accordance
with the provisions of subsection (3) of this section, or except as
otherwise provided, and if the tenant shall fail to sign the listing
or specifically dissent in accordance with subsection (3) of this
section, the tenant shall not be entitled to recover any damages
under this section.

In the event a tenant leaves not paying his last month’s rent and
does not demand a return of his deposit, the landlord may, after
thirty (30) days, remove the deposit from the account and apply
any such excess to the debt owing.

In the event the tenant leaves not owing rent and having any
refund due, the landlord shall send notification to the last known
or reasonably determinable address, of the amount of any refund
due the tenant. In the event the landlord shall not have received
a response from the tenant within sixty (60) days from the
sending of such notification, the landlord may remove the
deposit from the account and retain it free from any claim of the
tenant or any person claiming in his behalf.

207.250 Disclosure of HIV information in real estate

transaction prohibited

@

@

The fact that an occupant of real property is infected or has been
infected with human immunodeficiency virus or diagnosed with
acquired human immunodeficiency syndrome is not a material
fact that shall be disclosed in a real estate transaction.

No cause of action shall arise against an owner of real estate or
his agent, or any agent of a transferee of real property for failure
to disclose to the transferee that an occupant of that property
was infected with human immunodeficiency virus or diagnosed
with acquired human immunodeficiency syndrome.

367.46951 Definitions for zero call list

)

“Telephone solicitation” means:

(@ A live or recorded communication sent by a telephone or
message sent by a facsimile machine to a residential,
mobile, or telephone paging device telephone number,
including a call made by an automatic dialing or recorded
message device, for the purpose of:

1. Soliciting a sale of consumer goods or services,
offering an investment, business, or employment
opportunity, or offering a consumer loan to the person
called;

2. Obtaining information that will or may be used for the
solicitation of a sale of consumer goods or services,
the offering of an investment, business, or
employment opportunity, or the offering of a
consumer loan to the person called,;

3. Offering the person called a prize, gift, or anything
else of value, if payment of money or other
consideration is required in order to receive the prize
or gift, including the purchase of other merchandise or
services or the payment of any processing fees,
delivery charges, shipping and handling fees, or other
fees or charges; or

4. Offering the person called a prize, gift, or other
incentive to attend a sales presentation for consumer
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(b)

goods or services, an investment or business
opportunity, or a consumer loan; or

A live or recorded communication sent by a telephone,
facsimile machine, mobile telephone, or telephone paging
device in response to inquiries generated by unrequested
notifications sent by the merchant to persons who have not
previously purchased goods or services from the merchant or
telemarketer or who have not previously requested credit
from the merchant, to a prospective purchaser if the merchant
or telemarketer represents or implies to the recipient of the
notification that any of the following applies:

1. That the recipient has in any manner been specially
selected to receive the notification or the offer contained
in the notification;

2. That the recipient will receive a prize or gift if the
recipient calls the merchant or telemarketer; or

3. That if the recipient buys one (1) or more items from the
merchant or telemarketer, the recipient will also receive
additional or other items of the same or a different type
at no additional cost or for less than the regular price of
the items;

(2) “Telephone solicitation” does not mean the following:

367.46955 Prohibited telephone

(@)

(b)

©)

(d)

A telephone call made in response to an express request of a

person called, unless the request was made during a prior

telephone solicitation;

A telephone call made to the debtor or a party to the contract

in connection with the payment or performance of an existing

debt or contract, the payment or performance of which has

not been completed at the time of the call;

A telephone call to any person with whom the telemarketer or

merchant has a prior or existing business relationship,

including but not limited to the solicitation of contracts for

the maintenance or repair of items previously purchased from

the person making the solicitation or on whose behalf the

solicitation is made;

A telephone call made by the following:

1. A merchant or telemarketer located in Kentucky to a
location outside of the Commonwealth of Kentucky;

2. A telephone call made by one (1) merchant to
ANOTNET, . .

solicitation acts and

practices

It is a prohibited telephone solicitation act or practice and a violation of
KRS 367.46951 to 367.46999 for any person making a telephone
solicitation to engage in the following conduct . . .

(19)

Making or causing to be made an unsolicited telephone
solicitation call if the residential number for that telephone
appears in the current publication of the national Do Not Call
registry maintained by the United States federal Trade
Commission;

40 KAR 2:075 Commonwealth of Kentucky zero call list

... Section 2. Publication

(1) Quarterly publication schedule. The Zero Call List shall be
published according to the following schedule:

@
(b)
(©
(d)

The first quarter shall be effective January 15-April 14, and it
shall be published on December 15;

The second quarter shall be effective April 15-July 14, and it
shall be published on March 15;

The thrid quarter shall be effective July 15-October 14, and it
shall be published on June 15; and

The fourth quarter shall be effective October 15-January 14,
and it shall be published on September 15.

(2) The Zero Call List shall be:

(@)

Available in accordance with Section 4 of this administrative
regulation;



(b) Published on the
www.kycall0.com; and

(c) Awvailable in electronic and hard copy. A request for an
electronic or hard copy of the Zero Call List shall require a
minimum of five (5) business days notice to the division.

Internet at website address

376.075 Engineers’, architects’, landscape architects’, real
estate brokers’ and land surveyors’ liens — When lien not
required of real estate broker — Filing statement of amount
claimed

()

@

©)
4)

®)

(6)

U]

®)

Any professional engineer, licensed architect, licensed landscape
architect, real estate broker, or professional land surveyor who
performs professional services or services as defined in KRS
322.010(4) for professional engineers, KRS 323.010(3) for
architects, KRS 323A.010(3) for landscape architects, KRS
324.010(1) for real estate brokers, and KRS 322.010(10) for
professional land surveyors shall have a lien on the building,
structure, land, or project relative to which the services were
performed, to secure the amount of the charges for services with
interests as provided in KRS 360.040 and costs.

The provisions of KRS 376.010(1) and (2) shall determine when
a lien created under this section shall take precedence over a
mortgage or other contract lien or bona fide conveyance for
value without notice.

No person who has not contracted directly with the owner or his
agent shall acquire a lien under this section.

Any lien provided for under this section shall be dissolved
unless the claimant, within six (6) months after he ceases to
provide services, files in the office of the county clerk of the
county in which the property is situated a statement of the
amount due the claimant, with all just credits and setoffs known
to him, together with a description of the property intended to be
covered by the lien sufficiently accurate to identify it, the name
of the owner, if known, and whether the services were furnished
by contract with the owner or with a contractor or architect.
This statement shall be subscribed and sworn to by the person
claiming the lien or by someone in his behalf.

Any lien created under this section shall be dissolved unless an
action is brought to enforce the lien within twelve (12) months
from the day of filing the statement in the clerk’s office as
required by subsection (4) of this section. If the lien holder
complies with all filing requirements under this section, and
does so within the time fixed, his lien shall be valid and
effective against any creditor of, or bona fide or other purchaser
from, the owner of the property.

The provisions of this section shall in no way abridge or conflict
with the provisions of KRS 376.210 which provide for liens on
public improvements, and any potential lien or valid lien of a
professional engineer, architect, landscape architect, real estate
broker, or professional land surveyor on a public improvement
shall be governed by KRS 376.210.

No real estate broker shall acquire a lien under this section
relative to newly constructed residential real estate unless the
purchaser has agreed in writing to directly compensate such
broker for performing brokerage services related to the
transaction.

No real estate broker shall acquire a lien under this section
unless:

(@) The owner or the owner’s authorized agent:

1. Lists the subject property with the broker under the
terms of a written agreement to sell, lease, or
otherwise convey any interest in the subject property;
or

2. Agrees in a written agreement to pay the broker a fee
for his or her services as a buyer’s representative; and

(b) The broker or the broker’s affiliated sales associate

provides licensed services that result, during the term of a
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written agreement described in paragraph (a) of this
subsection, in the procuring of a person or entity ready,
willing, and able to purchase, lease, or otherwise accept a
conveyance of the property or any interest in the property:

1.

2.

Upon terms contained in a written agreement described
in paragraph (a) of this subsection; or

Upon terms that are otherwise acceptable to the owner
or the owner’s authorized agent as evidenced by a
written agreement to convey any interest in the property
signed by the owner or owner’s authorized agent.


http://www.kycall0.com;/

HELPFUL PHONE NUMBERS AND CONTACTS

Appraiser *** KY Real Estate Appraisers Board Lexington 859-543-8943
Attorney General 502-696-5300
Auctioneers **x* KY Board of Auctioneers Louisville 502-429-7145

Bar Association

502-564-3795

Building Code

502-573-0364

Continuing Education *** KY Real Estate Education
Foundation

Lexington 800-815-3977

* kK

Corporation Filing KY Secretary of State

Frankfort 502-564-2848

Deeds *** (Jefferson Co) Jefferson County Deed

Room 502-574-6220 (Jeff. County Only)
Department of Financial Institutions 502-573-3390

Department of Housing / Building & Construction 502-573-0369

Department of Housing 502-573-0365

Division of FIRE 502-573-0382

Dilapidated Housing *** Jefferson County Housing

Complaints 502-574-6650 (Jeff. County Only)

Errors & Omissions Insurance *** "2009" - Rice Insurance 800-637-7319 / 502-
Commission Policy Holder 897-1876
Errors & Omissions Insurance *** "2008" - Commission | William Underwriting 812-284-
Policy Holder 2321/800-222-4035

Pearson Testing Service 800-274-
Exams ***x KY Real Estate 5629
FBI (Clarksburg, W. VA.) (Finger
print cards) 304-625-2000
FHA 800-225-5342

* kK

Fair Housing see also KY

Human Rights Comm.

Fair Housing Council

800-558-324"7

* Kk x

Government Information Hotline State of Kentucky

Gov. Operator Frankfort 502-564-3130

Home Builders *** Home Builders Association of

Louisville 502-429-6000 (Jeff. County Only)
Home Inspectors *** State Licensing Agency Frankfort 502-573-0364

Home Loans *** KY Housing Corporation Frankfort 502-564-7630

Homestead Exemptions *** Property Valuation Lou-Jefferson County 502-574-6380
Administration (Jeff. Only)
Housing Corporation 502-564-7630
Housing Discrimination *** KY Commission on Human Louisville 800-292-5566 / 502-
Rights 595-4024

502-582-5251 (Washington DC 202-
HUD - Housing Urban Development 708-1112)
KAR - KY Association of Realtors (Board Dues - Lexington 859-263-7377 / 800-
state) 264-2185

KY Gov Information Opr (Frankfort)

502-564-3130

KY Human Rights Commission (Louisville) 502-595-4024 / 800-292-5566
KY Real Estate Commission 502-429-7250 / 888-373-3300
KY Real Estate Foundation (KREEF) in Lexington 859-263-7948 / 800-815-3977

Land Surveyors ***

Board

KY Engineers & Land Surveyors

Frankfort 502-573-2680

Landlord / Tenant Ordinance & Disputes

502-584-1254 x 0 (ask for housing)

* kK

Lead Base Paint National Lead Clearinghouse

800-424-LEAD (5323)

Manufactured Housing

Frankfort 502-564-3626

* x K

Mobil Homes Manufactured Housing

Frankfort 502-564-3626




Mortgage Brokers *** Division of Mortgage Brokers Frankfort 502-573-3390

National Association of Realtors *** 800-874-6500

Real Estate Recording *** Jefferson County
Recording Office 502-574-5785 (Jeff. County Only)

Storage Tanks *** Underground Storage Tanks Branch | Frankfort 502-564-5981

Testing *** Pearson / Vue formerly Promissor 800-274-5629

COMMISSION STAFF MEMBERS AND EMAIL ADDRESSES

To contact us by phone, please call 502-429-7250 or 888-373-3300 and press
our individual extension numbers

To contact us by email, type: first name.last name@ky.gov

Executive Director, Michael Wooden x22

Administration Team

Shelly Saffran, Administrative Director x15

Shelley Hunter, Executive Secretary x24

Mary O’Wheatley, Receptionist/Office Coordinator x0

Legal Team

Denise Wade, Attorney x13

Kristen Reese, Attorney x29
Dianna Rogers, Legal Secretary x14
Patricia Farris, Legal Secretary x34

Education & Licensing Team

Deirdre Cummings, Education Director x19
Rachael Carmicle, Education Secretary, x18
Michelle Gary, Licensing Specialist x21
Karen Huff, Licensing Specialist x20




